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RURAL  HEALTH  CARE  REFORM:  TO  EXPLORE 
THE  IMPLICATIONS  FOR  RURAL  CITIZENS 
OF  THE  VARIOUS  HEALTH  CARE  REFORM 
BILLS 


THURSDAY,  MARCH  17,  1994 

House  of  Representatives, 
Committee  on  Agriculture, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  9:40  a.m.,  in  room 
1300,  Longworth  House  Office  Building,  Hon.  E  (Kika)  de  la  Garza 
(chairman  of  the  committee)  presiding. 

Present:  Representatives  Glickman,  Stenholm,  Volkmer, 
Sarpalius,  Long,  Peterson,  Dooley,  Clayton,  Hilliard,  Pomeroy, 
McKinney,  Thurman,  Bishop,  Lambert,  Roberts,  Emerson,  Gunder- 
son,  Lewis,  Allard,  Barrett,  Nussle,  Ewing,  Kingston,  Dickey,  and 
Smith  of  Michigan. 

Staff  present:  John  E.  Hogan,  minority  counsel;  Dale  Moore,  mi- 
nority legislative  coordinator;  Glenda  L.  Temple,  clerk;  Merv  Yetley 
and  Dennis  Lambert. 

OPENING  STATEMENT  OF  HON.  E  (lOKA)  de  la  GARZA,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  TEXAS 

The  Chairman.  The  committee  will  be  in  order. 

Happy  St.  Patrick's  Day  to  all  of  you.  My  green  derby  is  from  an 
old  Irish  friend  of  mine,  name's  McCarthy — not  that  old — but  he  is 
all  Irish. 

This  morning  we  have  the  beginning  of  what  we  hope  might  be 
an  ongoing  series  of  oversight  hearings  in  relation  to  the  implica- 
tions of  our  health  care  reform  proposals  on  rural  America.  I  want 
to  make  it  clear  that  this  committee  does  not  have  jurisdiction  over 
the  legislation  or  any  part  of  the  legislation  that  we  will  be  consid- 
ering. But  we  do  have,  as  Members  of  Congress  who  represent 
rural  areas,  an  interest  in  the  human  and  economic  impact  of  any 
health  care  reform  changes  on  our  rural  constituents.  We  want  to 
gather  as  much  information  as  we  can  to  make  available  to  the 
committees  of  jurisdiction.  Hopefully,  we  might  be  able  to  docu- 
ment the  needs  and  the  possibilities  of  providing  adequate  care  in 
rural  America. 

I  was  recently  told  by  someone  knowledgeable  in  this  area  that 
we  have  enough  doctors  in  the  United  States  to  take  care  of  the 
entire  population,  that  we  have  enough  hospital  rooms  to  take  care 
of  the  entire  population,  and  that  we  have  enough  clinics  or  medi- 
cal centers  to  take  care  of  the  entire  population.  The  problem  is 
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that  they  are  not  all  at  the  right  places.  This  is  a  major  aspect  of 
what  we  are  going  to  have  to  do.  We  need  to  hopefully  provide  a 
doctor,  medication,  clinic,  medical  center,  or  hospital  for  every 
American  at  the  time  they  need  it  where  they  need  it. 

Can  this  be  achieved?  We  don't  know.  But  I  think  it  is  worth  the 
effort.  I  think  it  is  worthy  for  us  to  get  involved  in  this  area. 

Rural  areas  have  a  higher  proportion  of  our  population  who  must 
purchase  more  costly  medication  for  no  other  reason  than  getting 
it  out  there,  it  is  a  difficult  situation.  We  also  have  self-employed 
farmers  or  small  business  owners  who  are  losing  geographic  access 
to  quality  health  care  in  many  of  our  areas.  There  are  areas  in 
Montana,  Utah,  and  Texas  where — and  it  can  be  documented — ^you 
are  50  to  100  miles  from  a  specialist  in  a  medical  center. 

Rural  areas  seem  to  have  a  higher  proportion  of  elderly — perhaps 
because  we  live  longer  or  taike  better  care  of  ourselves.  But  age,  in 
and  of  itself,  brings  on  medical  problems  and  health  problems. 

So  we  have  no  legislation  before  us.  Hopefully  all  of  us  come  with 
an  open  mind  to  listen  to  this  array  of  witnesses  we  have  today. 
In  the  future,  we  will  have  others.  We  have  to  think  of  the  small 
business  owners,  farmers,  and  ranchers  who  want  a  plan  that  is  af- 
fordable and  also  not  a  paperwork  burden.  We  have  the  migrant 
farmworkers  that  will  be  a  vast  complication — as  all  areas  related 
to  farmworkers  are — ^because  they  migrate  from  one  State  to  an- 
other State  to  another  State.  We  have  gone  through  that  with  food 
stamps,  with  disaster,  with  emergency  care,  and  health  care  will  be 
but  another  added  area  for  us  to  examine  and  provide  the  nec- 
essary assistance. 

I  don't  know  of  a  single  employer  in  the  farmer/rancher  commu- 
nity that  doesn't  care  about  the  people  who  work  and  help  him  in 
his  endeavor.  But  the  problem  is  that  they  are  not  able  to  do  it  of 
their  own. 

We  will  begin  with  my  first  meetings  with  Mrs.  Clinton.  Really, 
we  have  met  several  times.  Prevention  is  the  key.  Diet  is  the  key 
to  prevention.  From  there,  we  go  on  providing  the  services.  One 
way  not  to  have  the  need  for  the  medical  attention  is  to  remain 
healthy.  A  major  factor  on  the  health  part  is  the  diet.  Only  farm- 
ers, ranchers,  and  fishermen  produce  and/or  provide  the  food  and 
the  fiber. 

[The  prepared  statement  of  Mr.  de  la  Garza  follows:] 


Statement  by  Rep.  Kika  de  la  Garza 
Chairman,  House  Agriculture  Committee 

Hearing  to  Explore  the  Implications  for  Rural  Citizens 

of  the  Various  Health  Care  Reform  Proposals 

Thursday,  March  17,  1994 


The  Committee  on  Agriculture  meets  today  to  explore  the  implications  for 
rural  America  of  the  various  health  care  reform  proposals  now  before  Congress. 

Let  me  make  it  clear  to  the  public  here  today  that  this  Committee  does  not 
have  jurisdiction  over  the  health  care  legislation.    But  we  do  have,  as  a  Committee 
and  as  Members  of  Congress  who  represent  rural  areas,  an  interest  in  the  human 
and  economic  impact  of  any  health  care  reform  changes  on  our  rural  constituents. 
And  this  Committee  does  have  jurisdiction  over  several  areas  related  to  health 
care  ~  such  as  research  and  education  efforts  to  improve  human  nutrition,  and 
rural  development  programs  to  meet  the  health  care  infrastructure  and  technology 
needs  of  rural  areas. 

The  debate  Congress  has  now  begun  may  well  be  the  most  contentious  and 
far-reaching  domestic  policy  initiative  that  any  Congress  has  debated  since  the 
days  of  the  New  Deal.    Regardless  of  the  outcome,  I  believe  the  President  deserves 
our  bipartisan  praise  for  engaging  this  Congress  and  the  American  people  in  the 
first  serious  debate  since  the  days  of  the  Truman  Administration  on  the  structure, 
costs  and  coverage  provided  through  our  nation's  current  health  care  system. 

There  is  no  question  rural  America  has  a  big  stake  in  the  outcome  of  this 
debate.    Roughly  one-fourth  of  the  U.S.  population  -  some  65  million  persons  - 
live  in  rural  areas.    It  is  rural  residents  who  make  up  a  slightly  higher  percentage 
of  the  uninsured.    It  is  rural  areas  that  have  a  higher  proportion  who  must 
purchase  more  costly,  individual  policies  because  they  are  self-employed  farmers  or 
small  business  owners. 

It  is  rural  areas  that  are  losing  geographic  access  to  quality  health  care. 
The  de-population  of  many  rural  areas  has  led  to  the  closure  of  many  small 
community  hospitals  that  do  not  have  the  patient  base  nor  afford  the  rising  cost 
of  modern  medical  technologies. 

And  yet  it  is  rural  areas  that  have  a  higher  proportion  of  the  elderly,  a 
higher  proportion  of  victims  of  mechanical  accidents  and  a  higher  proportion  of 
people  who  suffer  from  chronic  illness  and  disability  than  their  urban 
counterparts. 


I  come  into  this  debate  with  an  open  mind.    I  am  not  a  cosponsor  of  any  of 
the  health  care  bills,  and  I'm  not  ready  to  commit  to  any  one  plan  today.    But  I 
do  know  what  my  constituents  in  South  Texas  have  said  to  me  about  health  care 
reform. 

The  small  business  owners  and  farmers  and  ranchers  want  a  plan  that  is 
affordable  and  not  a  paperwork  burden.    Those  who  live  in  very  rural  parts  of  my 
district  want  assurances  that  managed  competition  can  provide  affordable  coverage 
for  them.    And  the  migrant  farmworkers  I  know  want  "portability"  of  coverage, 
regardless  of  what  state  they  are  working  in. 

Today's  hearing,  therefore,  has  two  goals: 

•  First,  we  want  to  highlight  for  the  public  record  and  to  increase  our 
own  understanding  of  the  special  needs  and  concerns  that  rural 
residents,  farmers  and  farmworkers  have  about  our  current  health 
care  system  and  the  proposals  being  debated  in  Congress. 

•  Second,  we  would  like  to  explore  with  our  witnesses  their  ideas  on 
how  this  Committee  could  possibly  use  its  jurisdictional  mandate  to 
directly  or  indirectly  improve  the  way  the  health  care  system  operates 
in  rural  areas  ~  regardless  of  the  ultimate  fate  of  the  health  care 
legislation. 

If  this  hearing  accomplishes  anything,  it  is,  I  hope,  to  make  Congress  and 
the  Administration  realize  that  health  care  for  rural  Americans  is  not  some  small, 
inconsequential  part  of  the  historic  health  care  debate.    It  matters  to  our  rural 
constituents  and  it  matters  to  this  Committee. 


The  Chairman.  So  we  begin  today  with  a  very  distinguished 
member  of  our  committee,  the  gentlelady  from  Indiana,  Jill  Long, 
who  now  puts  on  another  hat  and  appears  on  behalf  of  the  Rural 
Caucus. 

With  that,  we  will  be  very  happy  to  hear  from  you. 

STATEMENT  OF  HON.  JILL  L.  LONG,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  INDIANA 

Ms.  Long.  Thank  you,  Mr.  Chairman. 

I  am  just  going  to  summarize  my  remarks  and  ask  that  my  full 
statement  be  included  in  the  record. 

The  Chairman.  Without  objection,  your  prepared  statement  will 
appear  in  the  record. 

Ms.  Long.  I  thank  you,  Mr.  Chairman,  Mr.  Roberts,  and  the  oth- 
ers members  of  this  committee  for  holding  this  hearing.  I  also  want 
to  recognize  and  thank  Tom  Ewing,  who  is  cochair  of  the  Congres- 
sional Rural  Caucus  and  thank  you  for  your  tireless  work  on  rural 
issues,  including  health  care. 

I  am  concerned — and  I  think  many  of  us  in  the  Rural  Caucus 
are — that  the  important  issues  of  rural  health  care  will  be  over- 
looked during  consideration  of  health  care  reform.  I  think  the  rea- 
son this  hearing  is  so  important  is  that  it  is  going  to  serve  to  focus 
the  needed  attention  on  this  important  issue. 

While  health  care  reform  can  be  a  very  highly  charged  political 
issue,  I  think  it  is  very  important  for  all  of  us  to  put  partisan  is- 
sues aside  to  do  what  is  best  for  rural  America.  I  think  one  of  the 
things  we  can  look  forward  to  in  this  committee  is  that  we  have 
done  that  so  often  in  the  past  on  transportation  issues.  I  think  we 
will  probably  do  the  same  on  this  particular  issue. 

The  primary  discussion  in  rural  areas  about  health  care  reform 
does  not  focus  on  the  structure  of  alliances  or  benefits  packages, 
but  in  many  areas  it  is  even  more  basic  such  as  how  to  keep  a  com- 
munity hospital  open  or  how  to  recruit  a  new  doctor  to  a  small 
town.  I  think  as  this  debate  continues  it  is  important  for  the  Con- 
gressional Rural  Caucus  not  to  take  a  position  on  any  particular 
health  care  reform  proposal.  I  think  it  will  be  to  the  benefit  of  rural 
residents  and  more  important  for  us  to  provide  information  about 
how  specific  provisions  that  are  being  discussed  and  different  provi- 
sions in  the  various  bills  may  help  or  hurt  the  situation  in  rural 
areas. 

The  caucus  as  well  as  the  Rural  Health  Care  Coalition,  of  which 
Mr.  Stenholm  and  Mr.  Roberts  are  cochairs,  requested  the  Rural 
Policy  Research  Institute  to  analyze  the  various  plans  introduced 
to  determine  their  impact  on  rural  health  care.  Of  course,  they  are 
here  today  to  discuss  their  findings. 

I  think  those  findings  can  give  us  direction  on  what  we  want  in- 
cluded in  any  plan.  That  is  really  what  is  important,  not  to  endorse 
one  plan  over  another,  but  to  determine  what  needs  to  be  included 
in  any  plan  that  ultimately  gets  passed.  In  the  legislative  process, 
we  are  going  to  see  that  what  we  ultimately  come  up  with  will  be 
a  mix  of  the  many  plans  that  have  been  introduced. 

Access  to  quality  health  care  in  rural  areas  is  vitally  important 
to  the  economic  security  of  rural  communities.  I  think  we  have  to 
ensure  that  reform  achieves  that  goal.  We  also  have  to  ensure  that 


any  reform  takes  into  consideration  the  resources  or  lack  of  re- 
sources available  in  rural  areas.  Recognizing  that  330  rural  hos- 
pitals closed  between  1980  and  1990  and  that  31  percent  of  rural 
hospitals  have  negative  total  operating  margins,  I  am  pleased  that 
we  will  have  the  opportunity  to  discuss  proposals  that  could  sta- 
bilize and  improve  the  financial  condition  of  rural  facilities  before 
access  in  more  areas  is  diminished. 

I  look  forward  to  hearing  the  views  of  the  following  panels  on 
this  issue  and  I  urge  the  members  to  focus  on  what  can  be  done 
to  help  rural  America.  I  do  think  it  is  critical  that  we  put  partisan 
issues  aside,  look  at  provisions  in  the  various  plans  and  how  those 
provisions  are  going  to  impact  rural  communities,  and  build  from 
there. 

[The  prepared  statement  of  Ms.  Long  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you  very  much.  We  appreciate  your  input 
from  that  end  of  the  table  and  we  welcome  you  to  join  us  at  the 
other. 

Mr.  Roberts. 

OPENING  STATEMENT  OF  HON.  PAT  ROBERTS,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  KANSAS 

Mr.  Roberts.  Thank  you,  Mr.  Chairman. 

I  want  to  thank  my  colleague  for  a  very  fine  statement  and  the 
work  she  is  doing  as  a  leader  of  the  Rural  Caucus. 

Mr.  Chairman,  I  have  an  eight-page  statement  that  doubtlessly 
if  the  entire  Congress  would  just  agree  to  the  propositions  that  I 
address  here  would  represent  a  tablet  that  we  can  take  down  from 
the  health  care  mountain  and  we  could  solve  all  our  problems.  I  am 
not  going  to  read  all  eight  pages.  I  am  just  asking  that  it  be  a  part 
of  the  record. 

The  Chairman.  Without  objection,  your  prepared  statement  will 
appear  in  the  record. 

Mr.  Roberts.  I  will  very  quickly  paraphrase  from  it. 

The  people  I  listen  to  in  our  rural  and  small-town  areas  as  the 
cochairman  of  the  Rural  Health  Care  Coalition  along  with  Mr. 
Stenholm  of  Texas  and  many  of  our  colleagues  here.  Their  advice 
is  pretty  much  the  same  advice  that  Hippocrates  gave  his  young 
doctors  in  treating  their  patients.  He  said,  "First,  do  no  harm."  I 
would  urge  the  same  advice  on  my  colleagues  and  caution  those 
who  would  rush  head-long  into  a  massive  and  costly  and  bureau- 
cratic government-run  system  completely  foreign  to  an5rthing  the 
American  people  have  ever  experienced. 

The  chairman  and  I  share  the  same  view  in  regard  to  the  Agri- 
culture Committee  taking  very  valuable  advice  and  suggestions 
and  testimony  from  the  panelists  that  will  be  testifying  today, 
sharing  them  with  the  appropriate  committees — Energy  and  Com- 
merce, Ways  and  Means,  obviously. 

We  are  worried  about  several  things.  One,  when  the  Rural 
Health  Care  Coalition  met  with  the  First  Lady,  Ira  Magaziner,  Sec- 
retary Shalala — we  indicated  these  Medicare  cuts  that  are  pro- 
posed are  very  worrisome  in  regards  to  keeping  the  rural  hospitals 
open  and  what  kind  of  a  payment  would  take  the  place  of  the  Medi- 
care pa3mient.  We  are  obviously  very  concerned  about  the  small 


business  community  and  what  we  call  health  care  premiums — 
which  are  really  taxes.  We  can't  be  taxed  much  more,  if  any,  out 
in  our  country. 

I  am  worried  about  rationing.  Mr.  Chairman,  you  and  I  both 
know  we  are  already  rationing  health  care  in  the  rural  areas.  We 
are  worried  about  access  and  choice.  I  think  the  American  people 
ought  to  be  paying  as  much  attention  to  the  proposals  in  the  Con- 
gress as  they  do  their  own  medical  bills  and  ask  themselves  three 
questions:  What  is  it  going  to  cost?  What  am  I  going  to  get?  What 
are  my  choices?  It  is  that  access  and  choice — whether  you  are  a 
farmworker,  custom  cutter,  or  whatever — that  is  exceedingly  im- 
portant. And  finally.  Who  is  going  to  pay  for  it? 

Mr.  Chairman,  we  have  154  members  of  the  Rural  Health  Care 
Coalition.  Each  one  of  us  got  a  little  tired  of  banging  our  knuckles 
raw  on  the  door  of  the  Department  of  Health  and  Human  Services 
in  the  past  administration  and  this  administration  to  address  the 
unique  problems  of  the  rural  health  care  delivery  system.  So  we 
banded  together. 

Most  of  us  support  the  following  items.  I  am  going  to  list  them 
because  I  think  we  have  a  lot  of  support  on  the  committee  for  this. 

One,  the  Farm  Bureau  has  been  asking  for  a  long  time  for  100 
percent  deductibility  on  your  premiums; 

Two,  reform  the  insurance  market  to  provide  some  small  pool 
coverage; 

Three,  take  care  of  the  precondition  problem,  then  the  portability 
problem,  and  obviously  the  paperwork  problem.  We  are  being  del- 
uged by  that. 

A  lot  of  us  are  proponents  of  something  called  a  health  savings 
account  or  a  health  IRA,  if  I  can  describe  it  in  that  fashion.  Then 
we  need  to  do  something  about  malpractice. 

I  think  if  we  put  together  a  package  with  those  goals  or  those 
provisions—there  is  a  package  that  has  been  introduced  by  the  Re- 
publican side  and  some  on  the  Democrat  side  as  well. 

Mr.  Chairman,  2  years  ago  that  would  have  been  absolutely  dy- 
namic, absolutely  radical.  It  is  only  when  it  is  compared  against 
the  President's  plan  that  perhaps  it  is  described  as  being  incremen- 
tal. I  think  we  could  get  300  votes  for  those  reforms  if  we  had  to 
vote  on  it  tomorrow.  It  would  be  my  advice  that  perhaps  we  should 
do  something  like  that  as  this  whole  business  begins  to  coalesce  in 
about  60  to  90  days,  move  forward,  take  a  look  at  the  next  Con- 
gress as  to  whether  or  not  we  can  achieve  those  goals,  and  then 
go  forward  from  that  point. 

That  is  the  intent  of  the  hearing,  to  seek  your  advice  and  counsel 
on  the  challenges  we  face  and  some  of  the  answers  we  want  to 
hear.  I  commend  you,  Mr.  Chairman,  for  holding  the  hearing. 

With  that,  on  Saint  Patrick's  Day,  let  us  proceed.  I  thank  the 
chairman  for  the  time. 

[The  prepared  statement  of  Mr.  Roberts  follows:] 
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Congressman  Pat  Roberts 

Opening  Statement 

Full  Committee  Rural  Health  Care  Hearing 

March  17,  1994 

I  want  to  welcome  the  witnesses  we  will  hear  from  today,  and  to  thank  them  for 
helping  us  make  the  voices  of  rural  Americans  heard  on  this  critical  issue. 

As  co-chairman  of  the  bi-partisan  House  Rural  Health  Care  Coalition,  I  have 
been  working  for  the  last  several  years  to  develop  a  common  sense,  affordable 
approach  to  health  care  reform.  In  this  regard,  I  have  to  view  with  alarm  the 
increasingly  partisan  nature  of  the  health  care  reform  debate  and  the  lack  of 
common  sense  reflected  in  some  of  the  proposals  now  under  consideration.  In  my 
view,  these  developments  could  be  deadly  to  the  meaningful  health  care  reform  all 
Americans  expect  from  this  Congress. 

The  advice  on  health  care  reform  I  hear  from  rural  Kansans  is  pretty  much  the 
same  advice  Hippocrates  gave  his  young  doctors  in  treating  their  patients:  "first,  do 
no  harm." 

I  urge  this  same  advice  on  my  Colleagues— and  caution  those  who  would  rush  head- 
long into  a  massive,  costly,  and  bureaucratic  government-run  system  completely 
foreign  to  anything  the  American  people  have  ever  experienced. 

BUT  LET'S  MAKE  IT  ABSOLUTELY  CLEAR  THAT  THERE  ARE  HEALTH 
CARE  PROBLEMS  THAT  ALL  AMERICANS  WANT  HEALTH  CARE 
REFORM  TO  ADDRESS: 

•  They  fear  the  spiraling  costs  of  health  care  and  health  care  insurance 


Page  2 


premiums.  Worse,  they  fear  that  their  insurance  company  might  dump  them  if  they 
contract  a  major  illness  or  go  over  lifetime  benefit  limits. 

•  They  worry  about  not  being  able  to  move  their  health  care  insurance  when 
they  change  jobs,  about  losing  their  jobs  and  having  no  insurance,  and  being  locked 
out  of  new  insurance  because  of  pre-existing  medical  conditions. 

•  They  worry  about  not  having  the  ability  to  make  important  choices  in  meeting 
their  family's  health  care  needs. 

WHILE  RURAL  AMERICANS  SHARE  ALL  THESE  CONCERNS  THEY 
MUST  ALSO  WORRY  ABOUT  PROBLEMS  SPECIFIC  TO  OUR  RURAL 
COMMUNITIES: 

•  These  problems  start  with  access  to  health  care;  rural  Americans  have  to 
worry  about  access  to  any  health  care  before  they  can  worry  about  choice  in  health 
care.  All  this  talk  about  managed  competition  misses  the  point  in  rural  America— 
you  can't  managed  what  you  don't  have. 

•  Rural  communities  have  enormous  problems  getting  and  keeping  hospitals  and 
doctors  and  other  health  care  providers. 

•  Rural  residents  needing  specialized  medical  care  must  often  travel  great 
distances  in  areas  where  public  transportation  may  be  non-existant. 

•  Medicare  reimbursements  discriminate  against  raral  health  care  providers; 
proposals  that  cut  Medicare  could  cause  many  rural  hospitals  to  close  their  doors. 
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In  my  home  state  of  Kansas,  which  ranks  fifth  in  the  nation  in  percentage  of 
residents  over  age  65,  Medicare  payments  are  absolutely  critical  for  the  survival  of 
the  fragile  health  care  system  we  have  in  place  now. 

TO  ADDRESS  THESE  CONCERNS  WILL  REQUIRE  A  CO-OPERATIVE, 
BI-PARTISAN  AND  COMMON  SENSE  APPROACH  TO  HEALTH  CARE 
REFORM.  Democrats  and  Republicans  alike  are  asking  questions  about  how  the 
President's  plan  will  effect  our  rural  communities  because  it  raises  these  red  flags: 

1.  Will  rural  hospitals  survive  the  Clinton  plan's  proposed  cuts  of  $124 
billion  in  Medicare?  Those  of  us  who  have  worked  hard  to  even  out  the 
reimbursement  levels  between  urban  and  rural  providers  fear  that  this  cut  would  put 
us  back  at  square  one.  I  have  to  ask  what  happens  to  the  66  Medicare  Dependent 
Hospitals  in  Western  Kansas  if  they  are  not  included  as  "Essential  Community 
Providers"  under  the  Clinton  plan  and  therefore  not  guaranteed  the  higher 
reimbursement  levels  they  might  need  to  keep  their  doors  open. 

2.  How  will  the  Clinton  Plan  effect  rural  small  businesses?  Rural  small 
businesses  provide  the  great  majority  of  full  time,  part  time  and  seasonal  jobs  for 
rural  Americans.  The  Clinton  plan  will  require  these  businesses  to  pick  up  at  least 
80%  of  the  average  premium  of  each  employee's  benefits  package.  The  Employees 
Benefit  Research  Institute  estimates  that  this  mandate  could  cost  200,000-2.1  million 
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jobs.   On  a   recent  poll,   66%  of  those  asked  said  that  this  is  their  biggest  concern 
about  health  care  reform. 

3.  Do  Americans  want  the  health  care  system  in  this  country  turned  upside 
down  and  replaced  by  a  confusing  web  of  bureacracy  with  a  national  health 
board,  global  budgets,  health  alliances,  "standardized"  health  plans  and 
employer  mandates?  Rural  Americans  especially  fear  the  loss  of  choice  and 
individual  needs  under  such  a  system;  they  also  fear  the  loss  of  flexibility  that  is 
essential  for  rural  health  care  providers  in  meeting  the  particular  needs  of  their 
community. 

4.  Could  the  Clinton  Plan,  with  its  call  for  massive  government 
involvement  in  health  care  decision-making,  lead  to  rationing  health  care 
services?  In  rural  America,  we  have  been  fighting  rationing  for  years  simply 
because  health  services  are  not  available-and  I  can  tell  you  that's  not  what  the 
American  people  will  stand  for. 

5.  Who  is  going  to  pay  for  the  Clinton  Plan?  According  to  the 
Congressional  Budget  Office  (CBO),  the  President's  plan  will  increase  the  federal 
deficit  by  $74  billion  over  the  next  six  years.  Why?  Because  it  calls  for  100-150  new 
bureaucracies  like  the  National  Health  Data  Advisory  Council,  the  Data  Protection 
and  Security  Panel,  the  Risk  Assessment  Panel,  the  National  Quality  Management 
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Program,  something  called  a  Breakthrough  Drug  Panel— the  list  goes  on  and  on  and 
on.. .Are  higher  taxes  up  and  down  mainstreet  at  the  end  of  this  list? 

6.  What  are  Americans'  medical  care  choices  under  the  Clinton  Plan?  One 

of  the  new  bureaucracies  I  didn't  get  to  in  the  above  list— the  National  Health 
Board— will  write  a  "standards  benefits  package"  that  all  Americans  will  have  to 
accept.  If  a  particular  plan  is  oversubscribed,  people  will  have  to  enter  a  lottery  to 
see  if  they  are  accepted.  For  rural  Americans  especially,  many  of  whom  must 
depend  upon  doctors  and  hospitals  in  neighboring  states,  the  President's  apparently 
state-exclusive  health  alliances  could  further  limit  health  care  access.  It  not  clear 
to  me  just  how  rural  residents  are  supposed  to  continue  to  receive  medical  care  from 
these  facilities. 

THERE  ARE  SENSIBLE.  WORKABLE  STEPS  CONGRESS  SHOULD  TAKE 
NOW  TO  ADDRESS  THE  MAJOR  PROBLEMS  AMERICANS  WANT 
WITHOUT  DESTROYING  OUR  HEALTH  CARE  SYSTEM.  THE 
AFFORDABLE  HEALTH  CARE  NOW  ACT,  WHICH  1  AND  140  OTHER 
MEMBERS  OF  CONGRESS  SUPPORT,  PROVIDES  THESE  MAJOR 
REFORMS: 

1.   OFFERS  HEALTH  CARE  SECURITY  TO  ALL  AMERICANS 

•  makes  sure  their  insurance  can't  be  cancelled  and  can  be  renewed 

•  provides  insurance  portability  from  job  to  job 
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•  limits  pre-existing  condition  restrictions 

•  expands  long  term  care  options  that  will  provide  greater  health  care  security 
for  older  Americans. 

2.     CONTROLS  GROWTH  OF  HEALTH  CARE  AND  HEALTH  CARE 
INSURANCE  COSTS. 

•  reforms  insurance  markets  to  limit  annual  insurance  premium  increases  and 
premium  rate  variations  charged  to  small  businesses. 

•  requires  all  employers  to  offer  a  basic  health  insurance  plan  to  employees. 

•  requires  small  group  market  insurers  to  offer  a  standard  plan,  a  catastrophic 
plan,  and  a  Medisave  account,  which  operates  like  a  medical  IRA  and  gives  the 
individual  consumer  significant  control  and  choice  over  their  own  health  care 
expenditures. 

•  removes  regulatory  barriers  that  would  allow  employers  to  voluntarily  form 
groups  to  purchase  health  care  insurance  at  favorable  rates. 

•  increases  the  tax  deduction  for  the  self-employed  to  100%  and  extend  this 
100%  deduction  to  those  now  lacking  coverage. 

•  reforms  malpractice  and  product  liability  laws  that  will  reduce  the  use  of 
costly  unnecessary  tests  and  procedures  and  discourage  outrageous  lawsuits  that  are 
driving  rural  physicians  out  of  their  practices. 

•  modifies  anti-trust  laws  to  allow  local  communities  to  develop  flexible  and 
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efficient  health  care  delivery  systems  for  rural  areas. 

3.  EXPANDS  ACCESS  TO  AND  PRESERVE  PATIENT  CHOICE  IN 
HEALTH  CARE  SERVICES. 

•  provides  rural  Americans  the  same  continuum  of  services  available  to  urban 
residents. 

•  guarantees  that  the  Medicare  reimbursements  that  are  absolutely  critical  to 
rural  Americans  and  rural  hospitals  continue. 

•  provides  grants  that  will  put  in  place  an  efficient  rural  emergency  medical 
care  system,  including  rural  air  transport  facilities. 

•  creates  Rural  Emergency  Care  Hospitals  to  ensure  that  our  most  sparsely 
populated  areas  have  access  to  emergency  service. 

THE  AFFORDABLE  HEALTH  CARE  NOW  ACT  PROVIDES  100% 
DEDUCTIBILITY,  ELIMINATES  PRE-EXISTING  CONDITION 
REQUIREMENTS,  REMOVES  ANTI-TRUST  BARRIERS  TO  MORE 
EFFICIENT  RURAL  HEALTH  CARE  AND  IMPLEMENTS  TOUGHER 
MALPRACTICE  STAND ARDS\ 

•  THESE  REFORMS  CHANGE  WHAT'S  BAD  ABOUT  OUR  HEALTH 
CARE  SYSTEM  AND  PRESERVE  WHAT'S  GOOD  ABOUT  IT. 

•  THESE  REFORMS  CAN  BE  MADE  NOW,  THEY  ARE  PRACTICAL 
AND  THEY  ADDRESS  THE  HEALTH  CARE  NEEDS  OF  RURAL  AND 
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URBAN  AMERICANS  ALIKE. 

•  THESE  REFORMS  REPRESENT  THE  KIND  OF  CHANGE  THAT 
REPUBLICANS  AND  DEMOCRATS  ALIKE  CAN  SUPPORT  TO  IMPROVE 
HEALTH  CARE  FOR  RURAL  AMERICANS  NOW. 

These  are  the  kind  of  changes  that  I  will  continue  to  work  for  and  that  I  hope 
will  be  reflected  in  whatever  health  care  legislation  Congress  may  pass.  But  I  have 
to  close  on  this  note:  The  bottom  line  on  rural  health  care  reform  is  WATCH  OUT. 
Rural  Americans  want  reform,  but  they  don't  want  to  lose  what  they  have  now,  they 
don't  want  enormous  and  expensive  new  government  bureacracies,  and  they  don't 
want  a  health  care  plan  that  costs  them  their  jobs  and  businesses  to  pay  for. 
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The  Chairman.  Thank  you  very  much. 

Any  questions  of  Ms.  Long? 

Mr.  Ewing. 

Mr.  EwiNG.  Jill,  you  have  stated  correctly  that  the  Rural  Caucus 
hasn't  taken  any  position  on  any  specific  legislation.  We  did  en- 
dorse, though,  the  principles  of  the  Rural  Health  Coalition  last 
year. 

My  question  then  is:  What  is  there  in  common  in  all  the  health 
care  reform  bills  that  is  important  to  rural  America? 

Ms.  Long.  I  think  probably  one  of  the  things  that  is  most  impor- 
tant— and  Mr.  Roberts  mentioned  it — is  the  100  percent  deductibil- 
ity. Our  farmers  today,  unless  they  are  incorporated  and  large — if 
they  are  self-employed  they  are  not  able  to  fully  deduct  the  cost  of 
their  health  care  premium.  That  puts  them  at  a  disadvantage. 

I  also  think  encouraging  the  development  of  networks  of  provid- 
ers to  improve  the  coordination  and  efficiency  of  health  care  deliv- 
ery in  rural  communities — ^you  are  not  going  to  be  able  to  have  the 
large  research  institutions  and  so  forth  in  rural  communities  that 
you  have  in  larger  urban  centers.  The  better  able  they  are — and 
this  may  take  some  antitrust  reform — to  coordinate  the  delivery  to 
the  network  the  better  they  are  going  to  be  able  to  address  health 
care  issues  in  rural  communities. 

Then  I  think  a  third  provision  that  would  be  important  would  be 
giving  individual  States  as  much  flexibility  as  possible  because  pro- 
viding rural  health  care  is  quite  different  from  providing  urban 
care  in  many  respects  because  of  the  sparse  population,  but  provid- 
ing rural  care  in  Montana  would  be  very  different  from  trying  to 
provide  rural  care  in  Iowa,  Indiana,  or  Illinois.  I  think  we  need  to 
have  plans  that  give  States  flexibility  in  determining  how  they  set 
up  their  alliances  and  so  forth. 

That  is  the  kind  of  plan  we  go  with,  State  flexibility. 

Mr.  EwiNG.  You  mentioned  networking.  I  think  that  is  something 
that  is  a  part  of  an  awful  lot  of  the  plans.  But  we  don't  necessarily 
set  out — you  think  it  should  be  something  that  provides  these  serv- 
ices maybe  from  the  larger  communities  in  the  State  to  the  rural 
areas. 

Ms.  Long.  From  larger  communities  but  also  networking  be- 
tween some  of  the  smaller  communities  because  you  do  have  some 
small  rural  communities  that  are  fairly  close  together.  It  might  be 
possible  to  provide  some  kind  of  services  in  one  and  other  kinds  of 
services  in  another.  They  may  only  be  15  to  20  miles  apart. 

But  certainly  the  networking  between  the  urban  centers  and  the 
smaller  communities  is  critical. 

Mr.  EwiNG.  And  sharing  of  services? 

Ms.  Long.  That's  correct,  because  we  are  probably  going  to  see 
a  continuation  of  the  trend  where  in  the  rural  communities,  the 
more  sparsely  populated  communities,  are  going  to  be  depending 
more  on  primary  care  and  then  specialty  care  will  be  taking  place 
in  the  more  urbanized  settings.  So  the  more  you  can  have  the  net- 
work in  between  the  urban  centers  and  the  rural  communities  the 
better  able  we  are  going  to  be  able  to  provide  primary  care  in  the 
rural  communities. 

Mr.  EwiNG.  I  appreciate  all  the  hard  work  you  have  done  on  this. 
Thank  you. 
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Ms.  Long.  Thank  you.  And  I  appreciate  all  the  hard  work  you 
have  done,  too,  Mr.  Ewing.  I  think  that  we  have  been  able  to  ac- 
complish a  considerable  amount  in  the  Rural  Caucus  over  the  last 
year  because  of  your  work.  I  think  that  it  suggests  that  with  regard 
to  health  care  reform  that  we  may  have  a  greater  impact  than  we 
might  have  had  otherwise. 

Thank  you. 

Mr.  EwiNG.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Any  other  member? 

[No  response.] 

The  Chairman.  If  not,  we  thank  you  very  much. 

Ms.  Long.  Thank  you,  Mr.  Chairman. 

The  Chairman.  At  this  point,  any  member  who  wishes  to  submit 
a  statement  may  do  so  and  it  will  appear  in  the  record  at  this 
point. 

[The  prepared  statements  of  Mrs.  Clayton,  Mr.  Emerson,  Mr. 
Lewis,  and  Mr.  Everett  follow:] 
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Mr.  Chairman,  thank  you  for  holding  this  hearing  on 
a  topic  of  which  I  take  a  great  deal  of  interest.    I  applaud 
the  e^ort  of  the  Administration  in  placing  so  much 
emphasis  in  this  matter  of  grave  concern  to  millions  of 
Americans,  and  I  welcome  those  panelists  who  are 
participating  today.    We  must  remember  that  the  current 
health  care  "crisis"  has  many  dimensions;  rural  areas 
possess  their  own  unique  problems.    In  this  regard,  I 
believe  that  this  hearing  is  very  appropriate  for  a 
Committee  that  spends  most  of  its  time  dealing  with  farm 
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related  matters. 

As  rural  Americans  concerned  about  health  care,  we 
must  be  cognizant  of  the  problem  relating  to  preventive 
care.    Many  rural  citizens  in  this  nation  lack  access  to 
basic  preventive  care  services.    Consequently,  individuals 
in  rural  areas  run  the  risk  of  developing  severe  medical 
conditions—placing  stress  on  the  health  care  system.    Any 
remedy  to  the  national  health  care  system  should  place 
preventive  care  at  the  top  of  the  agenda.    I  am  hopeful 
that  Congress  will  do  the  right  thing  in  this  regard  to 
benefit  rural  communities  who  are  in  need. 

Rural  areas  also  possess  problems  relating  to  human 
resources  and  medical  expertise.    Scores  of  communities  in 
this  nation  lack  doctors  and  medical  technicians  because 
of  their  inability  to  attract  skilled  individuals  to  their 
areas.    These  communities  lack  the  basic  resources  to 
make  their  health  care  delivery  systems  adequate  and 
competitive  with  their  urban  and  suburban  counterparts. 
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Because  of  the  nature  of  these  areas,  the  proposed 
alliance  system  poses  a  significant  dilemma  for  rural 
America.    Personally,  I  have  a  certain  degree  of  difficulty 
with  this  aspect  of  the  Clinton  plan.    To  make  a  positive 
difference,  we  must  frame  a  plan  which  specifically  meets 
the  unique  set  of  circumstances  prevalent  in  rural  areas. 
I  am  looking  forward  to  hearing  the  Administration's 
input  in  this  matter  of  concern  to  members  of  this 
Committee. 

I  believe  that  the  time  has  come  where  Congress  must 
act  to  remedy  the  problems  in  the  U.S.  health  system. 
We  must  act  to  provide  every  American  vdth  basic 
coverage  and  access  to  medical  services.    In  this  regard,  I 
am  grateful  to  the  Chairman  for  devoting  the  Committee's 
attention  on  this  topic  which  concerns  farmers  and  rural 
citizens  across  the  United  States. 
Thank  you. 
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STATEMENT  OF  CONGRESSMAN  BILL  EMERSON 

BEFORE  THE  HOUSE  AGRICULTURE  COMMITTEE 

REVIEW  OF  RURAL  HEALTH  CARE 

MARCH  17,  1994 

Mr.  Chairman,  I  want  to  thank  you  and  our  Ranking  Member,  Mr.  Roberts  for 

holding  this  critical  forum  on  rural  health  care  today.   Quite  simply,  something  must  be 

done  to  reform  our  current  health  care  system.   I  look  forward  to  hearing  our 

distinguished  witnesses  today  in  order  to  raise  the  level  of  understanding  of  level 

Like  all  of  us  here  today,  I  remain  committed  to  the  concerns  of  rural  Americans 
are  laid  on  the  table  and  contained  in  any  final  health  care  reform  package.   I  believe 
those  of  us  in  rural  America  must  pay  close  consideration  to  any  proposal's  effect  on 
jobs,  cost  of  implementation,  and  whether  it  creates  more  red-tape  and/or  another  layer 
of  onerous  bureaucracy. 

Imposing  costly  mandates  on  small  business  is  not  the  answer.   In  our  small  towns 
and  local  communities  across  the  countryside,  we  know  that  small  businesses  are  the 
backbone  of  our  rural  economic  existences.   As  a  result,  employees  would  not  only  be 
uninsured  but  unemployed.   We  must  take  the  necessary  time  to  do  this  right. 


We  must  also  ensure  that  in  fixing  the  system,  we  make  it  better  and  not  worse. 
We  must  instill  accountability  and  responsibility  into  our  health  care  system  while 
preserving  patient  choice  of  physician  and  health  plan  and  encourage  citizen 
participation. 
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As  a  Steering  Committee  member  of  the  Rural  Health  Care  Coalition,  I  believe 
we  must  ensure  that  comprehensive  health  care  reform  legislation  contains  the  necessary 
components  to  improve  our  rural  health  care  delivery  system.  Ensuring  access  to  quality 
health  care  for  rural  residents  is  paramount  to  my  support  of  any  health  care  reform 
legislation. 

I  look  forward  to  working  with  my  colleagues  on  this  committee  and  this  Congress 
to  adequately  address  the  problems  of  rural  health  care  reform  and  look  forward  to  our 
continued  dialogue  as  this  debate  moves  forward. 
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STATEMENT  OF  THE  HONORABLE  TOM  LEWIS 

MARCH  17,  1994 


Mr.  Chairman,  I  am  pleased  the  Committee  is  taking  this 
opportunity  to  discuss  rural  health  care  reform.  Many  of  us 
who  represent  rural  America  appreciate  the  chance  to  discuss 
the  unique  needs  faced  by  our  communities  and  population. 


Issues  discussed  in  the  great  health  care  debate  have  a 
different  impact  on  rural  America.  For  instance,  access  to 
affordable  health  care  is  an  element  important  to  all 
Americans.  Access  in  rural  America  does  not  necessarily 
mean  having  the  opportunity  to  choose  from  a  pool  of 
physicians  or  from  a  choice  of  hospitals.  Health  care  access 
in  rural  America  often  means  having  access  to  ANY  physician 
or  a  hospital  within  fifty  miles. 
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It  is  no  surprise  that  rural  hospitals  are  struggling  for  survival. 
Congress  must  consider  how  health  care  reform  will  influence 
the  availability  of  this  vital  resource  to  rural  America. 


Quality  health  care  is  as  equally  important.  How  will  health 
care  reform  attract  physicians  to  rural  areas?  How  will 
emergency  care  be  impacted? 


A  number  of  health  care  reform  bills  are  being  reviewed  and 
considered  by  Congress.  Fortunately,  H.R.  3080  addresses 
many  issues  vital  to  health  care  reform  such  as  expansion  of 
the  Community  Health  Center  program  by  increasing 
authorization  to  Community  and  Migrant  health  centers. 


In  addition,  H.R.  3080  expands  rural  health  care  services 
through  enhanced  rural  emergency  medical  service  assistance, 
rural  air  transport  assistance  and  extension  of  special 
treatment  rules  for  Medicare  dependent  rural  hospitals. 
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Finally,  H.R.  3080  establishes  a  Rural  Emergency  Access 
Care  Hospital  program  to  provide  24-hour  emergency  care  in 
rural  areas. 


I  am  hopeful  some  of  these  areas  of  concern  will  be 
addressed  by  our  witnesses  today.  I  look  forward  to  today's 
discussion. 
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STATEMENT  OF  CONGRESSMAN  TERRY  EVERETT 

HOUSE  AGRICULTURE  COMMITTEE 
RURAL  HEALTH  CARE 

MARCH  17, 1994 

I  would  like  to  thank  the  Chairman,  Mr.  de  la  Garza,  and  the  ranking 
member,  Mr.  Roberts,  for  holding  these  hearings  today.   I  think  that  all  of  us 
here  recognize  the  unique  needs  of  rural  communities,  especially  healthcare, 
and  as  all  of  us  continue  the  debate  on  healthcare,  I  am  glad  that  this 
committee  is  exercising  its  leadership  in  examining  the  role  of  rural  health 
care. 

I  represent  the  Second  Congressional  District,  which  has  fifteen 
counties  and  over  600,000  constituents,  is  one  of  the  largest  and  most  rural 
districts  in  the  United  States.   Many  times,  one  or  two  doctors  in  the 
community  has  been  treating  several  generations  of  each  family  in  the 
community.    Some  families  may  have  to  travel  long  distances  to  obtain  more 
specialized  health  care. 

These  hospitals,  while  staffed  by  very  competent  medical  personnel, 
also  have  very  unique  needs.    These  hospitals  typically  have  very  limited 
budgets,  and  often  do  not  have  the  more  "high-tech"  equipment  that  larger 
urban  city  hospitals  have.   As  a  result,  the  personnel  there  learn  to  do  more 
with  less  money. 

There  have  been  large  strides  in  technology  that  have  benefitted  rural 
areas.    Community-based  clinics,  video  and  telecommunications,  and  others 
have  all  contributed  to  increased  health  care  for  these  areas.   However,  any 
health  care  bill  that  is  passed  must  continue  to  consider  the  special  needs  of 
rural  communities. 

Thank  you,  Mr.  Chairman. 
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The  Chairman.  Our  next  panel  will  be  composed  of  Mr.  Dean  R. 
Kleckner,  president,  American  Farm  Bureau  Federation,  Washing- 
ton, DC;  Dr.  Perry  L.  Adkisson,  chancellor  emeritus  and  regents 
professor,  department  of  entomology,  Texas  A&M  University,  Col- 
lege Station,  Texas;  Mr.  James  Lee  Adams,  Jr.,  cotton  producer, 
Camilla,  Georgia,  on  behalf  of  the  Farmers  Health  Alliance;  Mr. 
Jeffrey  Smedsrud,  executive  vice  president.  Communicating  for  Ag- 
riculture, Incorporated,  Washington,  DC;  Mr.  David  Bums,  presi- 
dent, Southern  Cotton  Growers,  Laurel  Hill,  North  Carolina,  on  be- 
half of  the  National  Cotton  Council;  and  Ms.  Nancy  F.  Danielson, 
Washington  representative.  National  Farmers  Union,  Washington, 
DC. 

We  welcome  all  of  you  that  are  here  and  invite  you  to  come  to 
the  witness  table. 

We  would  ask,  if  at  all  possible,  that  you  submit  your  full  state- 
ment for  the  record,  summarize  to  the  extent  possible  within  5 
minutes.  The  lights  in  front  of  you  will  be  green,  at  4  minutes  it 
will  be  amber,  and  at  5  minutes  it  will  be  red.  That  doesn't  mean 
that  we  cut  you  off  at  the  next  word,  but  your  cooperation  will  be 
appreciated  because  the  House  convenes  at  10  a.m.  and  we  have 
several  important  pieces  of  legislation  on  the  floor. 

With  that,  Mr.  Kleckner,  we  will  begin  with  you. 

STATEMENT  OF  DEAN  R.  KLECKNER,  PRESIDENT,  AMERICAN 

FARM  BUREAU  FEDERATION 

Mr.  Kleckner.  Thank  you,  Mr.  Chairman. 

I  am  Dean  Kleckner.  I  am  an  Iowa  farmer  of  com,  soybeans,  and 
hogs,  and  president  of  the  American  Farm  Bureau  Federation. 
Thank  you  for  providing  this  forum. 

We  do  strongly  support  efforts  to  improve  the  present  health  care 
delivery  system.  We  favor  direct  governmental  financial  assistance 
for  those  who  are  economically  unable  to  pay  for  health  care  needs. 
We  feel  that  whatever  the  final  results  might  bring  in  major  health 
care  legislation,  there  should  be  a  special  sensitivity  and  attention 
given  to  rural  people. 

In  our  approach  this  year,  Mr.  Chairman  and  members  of  the 
committee,  to  the  health  care  debate,  we  have  not  rejected  every- 
thing in  any  of  the  proposals,  but  we  haven't  embraced  everything 
either.  For  example,  we  find  favor  with  the  administration's  pro- 
posal to  allow  the  100  percent  deduction  for  the  self-employed.  On 
the  other  hand,  we  cannot  support  employer  mandates  and  manda- 
tory alliances.  Therefore,  today,  I  am  going  to  propose  a  set  of  im- 
provements and  hopefully  identify  some  of  the  proposals  that  would 
carry  out  these  suggestions  and  proposals. 

Specific  rural  issues  that  we  have  addressed  in  my  testimony  in- 
clude communication  systems,  emergency  transfer  systems,  the 
regulatory  flexibility  for  providers,  and  encouragement  of  health 
care  professionals  to  locate  in  rural  areas,  and  then  adequate  reim- 
bursement under  Medicare  and  Medicaid. 

Starting  with  the  communication  systems,  the  changes  we  have 
had  in  communications  are  amazing,  bringing  the  world  so  close  to- 
gether. Health  care  providers  in  rural  areas  have  often  been  iso- 
lated from  their  urban  counterparts  in  diagnosing  conditions,  treat- 
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merit  of  conditions,  and  so  forth.  But  we  are  now  being  connected 
in  the  rural  areas  to  our  urban  counterparts. 

For  example,  Mr.  Chairman,  today  my  mother  is  in  the  Mayo 
Clinic  in  Rochester  for  a  biopsy,  but  our  local  hospitals  in  northern 
Iowa  as  well  as  southern  Minnesota  are  being  connected  to  the 
Mayo  Clinic  via  telecommunications.  It  is  just  an  amazing  tech- 
nology. She  lives  close  enough  to  Rochester  that  my  wife  drove  her 
up  there  early  this  morning.  She  is  probably  going  through  the 
tests  as  I  am  speaking  here. 

Those  things  are  happening,  but  these  communication  systems 
have  high  start-up  costs  and  they  must  overcome  regulatory  bottle- 
necks. So  we  support  the  principle  of  Federal  grants  to  fund  these 
costs,  then  the  regulatory  flexibility  to  allow  these  systems  to  adapt 
to  the  needs  of  the  rural  areas  that  are  unique.  They  just  don't  fit 
the  city  schedule,  so  to  speak. 

Emergency  transportation  systems  have  become  more  vital. 
Rural  hospitals  are  often  the  first  stop  after  an  accident.  Again,  to 
use  my  mother,  a  year  and  a  half  ago  had  a  bad  car  accident  that 
she  survived — her  local  hospital  was  her  first  stop  before  the 
helicoptering  to  Rochester. 

We  support  grants  to  help  pay  for  the  high  cost  of  establishing 
these  emergency  transfer  systems.  They  must  provide  some  flexibil- 
ity because  they  don't  fit  the  normal  pattern. 

Regulating  rural  providers  in  the  same  manner  as  urban  provid- 
ers often  increases  the  cost  of  care  to  the  point  that  rural  providers 
can't  afford  to  stay  in  business.  That  is  a  major  issue  today.  The 
doctors  are  just  not  out  there  anymore.  There  doesn't  seem  to  be 
a  lot  of  incentive  for  them  to  come. 

Closely  tied  to  these  items  I  have  mentioned  are  the  training  of 
health  care  professionals  and  then  the  economic  incentives  for 
them  to  locate  in  rural  areas.  This  includes  the  midlevel  practition- 
ers like  physician  assistants,  nurse  practitioners,  and  nurse  mid- 
wives.  They  must  be  trained  and  then  have  the  regulatory  flexibil- 
ity to  meet  the  needs  of  rural  people  and  the  financial  incentives 
to  locate  out  in  the  country. 

Virtually  every  major  health  plan  calls  for  major  savings  under 
Medicare  and  Medicaid.  We  agree  that  this  has  to  be  accomplished. 
We  can't  continue  to  grow  at  double-digit  rates,  but  rural  providers 
simply  can't  afford  to  take  further  cuts  in  reimbursement  rates. 
Cost-shifting  to  private-pay  patients  is  already  a  problem  in  rural 
areas  and  these  proposals  can  only  make  the  situation  worse. 

But  any  policy  action  for  rural  areas  can  only  work  if  they  fit  in 
with  an  overall  public  policy  that  impacts  all  citizens.  We  see  a 
number  of  the  national  policies  that  will  definitely  impact  rural 
areas. 

At  the  top  of  the  list  is  the  Federal  tax  policy  and  the  need  to 
provide  equal  tax  treatment  for  citizens.  The  100  percent  deduct- 
ibility is  an  example.  We  have  problems  with  proposals  like  the 
mandatory  health  alliances  under  the  President's  plan  and  the 
mandatory  health  insurance  purchasing  co-ops  under  the  managed 
competition  plans.  While  these  all  say  that  rural  areas  will  be 
served,  the  reality  is  that  in  many  portions  of  the  country  rural 
residents  will  be  a  very  small  part  of  this.  Frankly,  we  think  based 
on  other  countries'  experiences  rural  residents  would  have  less 
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service  and  not  more,  even  though  that  would  not  be  the  intent.  We 
think  there  should  be  voluntary  associations  for  purchasers. 

I  testified  a  month  or  so  ago  before  Chairman  Stark's  Sub- 
committee on  Ways  and  Means  and  he  asked  me  what  I  thought 
the  biggest  problem  was  in  the  rural  areas  facing  farmers  and 
ranchers.  I  told  him  that  it  was  the  cost. 

Mr,  Chairman,  as  I  go  around  the  country  and  speak  about 
health  care,  as  I  do  often,  cost  comes  up  so  much  ahead  of  anything 
else  there  isn't  hardly  a  close  second.  The  second  is  availability.  Be- 
yond that,  there  really  isn't  an5rthing. 

Let  me  recap  quickly  the  six  areas  with  just  a  sentence  about 
each  of  them. 

On  insurance  reform,  we  think  we  need  to  have  inclusion  of  port- 
ability, coverage  for  prior  existing  conditions,  and  catastrophic  cov- 
erage. We  think  a  model  that  is  out  there  now  for  that  approach 
would  be  maybe  Senator  Graham's  bill. 

On  the  change  in  tax  laws  to  allow  self-employed  100  percent  de- 
ductibility, there  are  two  bills  introduced — Senator  Dorgan  and 
Representative  Grandy — that  would  do  that. 

We  believe  the  tax  law  should  be  changed  to  set  up  a  "medi-save" 
system.  We  would  recommend  you  to  look  at  Representative  Jacobs' 
bill  for  employer-based  health  care  plans  and  Representative 
Santorum's  for  the  individual-based  health  care  plans.  We  think 
they  could  be  models  for  that. 

In  the  rural  health  delivery  systems,  family  practice,  efforts  to 
train  and  then  locate  GP's  in  the  small  towns  and  rural  areas,  we 
think  the  administration's  bill  has  some  good  points. 

Then  we  certainly  need  simplified  reporting  and  claim  forms.  The 
health  industry  itself  says  that  they  need  to  work  on  that  and  they 
will. 

Then  finally  in  the  area  of  telecommunications,  hooking  the  com- 
puter, the  television,  and  the  telephone  together  to  bring 
telemedicine  to  this  country,  the  House  Rural  Health  Care  Coali- 
tion that  a  number  of  you  serve  on  could  be  a  good  model  for  that. 

Mr.  Chairman,  thank  you  for  allowing  us  to  testify  on  this  very 
vital  issue,  one  of  the  five  priority  issues  for  the  Farm  Bureau 
health  care  reform  for  1994. 

[The  prepared  statement  of  Mr.  Kleckner  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

If  you  have  the  time,  you  could  favor  us  by  remaining  to  see  if 
there  are  any  questions  of  the  panel  afterwards. 

Next,  Dr.  Adkisson. 

STATEMENT  OF  PERRY  L.  ADKISSON,  CHANCELLOR  EMERITUS 
AND  REGENTS  PROFESSOR,  DEPARTMENT  OF  ENTO- 
MOLOGY, TEXAS  A&M  UNIVERSITY  SYSTEM,  COLLEGE  STA- 
TION, TX 

Mr.  Adkisson.  Thank  you,  Mr.  Chairman  and  distinguished 
members  of  the  committee. 

My  name  is  Perry  Adkisson.  I  am  chancellor  emeritus  of  the 
Texas  A&M  University  System.  Prior  to  that  I  was  deputy  chan- 
cellor for  agriculture  and  was  in  charge  of  all  our  agricultural  re- 
search, teaching,  and  extension  activities  of  the  system.  During 
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this  period,  I  became  interested  in  the  harmful  effects  of  diet  on 
human  health  and  began  thinking  about  how  research  might  be  di- 
rected toward  the  development  of  more  healthful  foods  that  might 
prevent  diet-related  diseases.  It  is  my  purpose  today  to  tell  you  of 
the  potential  for  doing  this  and  to  request  your  support  of  the  re- 
search that  will  be  needed. 

In  the  1988  Surgeon  General's  report  on  nutrition  and  health,  5 
of  the  10  leading  causes  of  death  in  the  United  States  were  identi- 
fied as  diet-related  diseases.  This  included  certain  t3npes  of  cancer, 
coronary  heart  disease,  stroke,  other  atherosclerotic  diseases,  and 
diabetes  mellitus.  These  five  diseases  are  responsible  for  approxi- 
mately two-thirds  of  the  more  than  2  million  deaths  that  occur  in 
the  United  States  each  year.  They  affect  millions  of  people  causing 
loss  of  productivity,  economic  hardship,  suffering,  and  death.  Cure 
of  these  diseases  is  always  difficult,  costly,  and  often  impossible. 
For  these  reasons,  more  attention  needs  to  be  directed  toward  pre- 
vention. 

Since  these  diseases  are  diet-related,  it  should  be  possible  to  pre- 
vent them,  delay  their  onset,  or  lessen  their  severity.  The  Surgeon 
General,  the  National  Academy  of  Sciences,  the  U.S.  Department 
of  Agriculture,  the  National  Institutes  of  Health,  the  American 
Cancer  Society,  the  American  Heart  Association,  and  numerous 
medical  and  nutritional  specialists  suggest  that  we  can  reduce  our 
risk  of  these  diseases  by  reducing  the  daily  intake  of  total  and 
saturated  fat  and  by  increasing  the  consumption  of  vegetables  and 
fruits. 

All  these  recommendations  are  directed  toward  modifying  con- 
sumption of  meats,  oils,  vegetables,  and  fruits  as  they  are  available 
in  the  grocery  store.  But  few  people  have  suggested  that  research 
should  be  done  to  modify  these  products  by  breeding  techniques 
which  would  enhance  those  properties  that  might  aid  in  the  pre- 
vention of  diet-related  diseases  and  eliminate  or  reduce  naturally 
occurring  compounds  that  are  harmful  to  health. 

Because  food  preferences  are  so  deeply  ingrained  in  people,  it  is 
difficult  to  change  eating  habits,  it  would  be  a  much  better  solution 
to  modify  the  composition  of  foods  so  that  a  person  might  eat  what 
he  or  she  likes  with  greater  health  benefits  and  without  harmful 
effects.  We  are  proposing  that  research  needs  to  be  directed  toward 
the  development  of  new  and  improved  food  products  that  have  their 
healthful  characteristics  enhanced  and  that  have  the  unhealthy 
properties  removed. 

Previous  research  has  clearly  demonstrated  that  there  are  natu- 
rally occurring  chemical  compounds  in  some  foods  which  can  cause 
cancers  or  tumors  and  can  cause  high  cholesterol  levels  and  athero- 
sclerosis. But,  on  a  more  positive  note,  recent  studies  have  shown 
that  certain  vegetables  and  fruits  contain  compounds  which  can  in- 
hibit tumor  formation,  increase  high-density  HDL  cholesterol,  and 
reduce  low-density  LDL  cholesterol  and  slow  down  atherosclerosis. 

For  example.  Dr.  Michael  Wargovich  of  the  M.D.  Anderson  Can- 
cer Center  in  Houston  has  demonstrated  the  effectiveness  of  cer- 
tain garlic  and  onion  compounds  in  preventing  colon  cancer  in  rats. 
Dr.  Scott  Grundy  of  the  University  of  Texas  Southwestern  Medical 
Center  in  Dallas  was  the  first  to  discover  that  certain  antioxidants, 
namely  beta-carotene  and  vitamins  C  and  E,  inhibit  the  oxidation 
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of  LDL  aiding  in  the  prevention  of  atherosclerotic  heart  diseases 
and  other  circulatory  diseases.  Other  studies  have  shown  that 
these  same  antioxidants  may  aid  in  the  prevention  of  cancer. 

Although  these  compounds  are  available  commercially  in  dietary 
supplements,  they  are  naturally  present  in  many  species  of  vegeta- 
bles and  fruits.  For  example,  this  is  a  carrot  that  my  wife  bought 
over  the  weekend  at  Krogers  and  the  other  is  a  carrot  that  came 
from  the  breeding  plots  of  Dr.  Leonard  Pike  at  Texas  A&M.  The 
Kroger  carrot  has  10  parts  of  beta-carotene  per  million  while  Dr. 
Pikes'  has  300.  He  has  shown  that  you  can  increase  the  beta-caro- 
tene content  in  carrots  more  than  thirtjrfold  just  in  preliminary 
breeding  lines.  Dr.  Jim  Moore  at  the  University  of  Arkansas  has 
shown  that  he  can  increase  the  vitamin  C  levels  in  strawberries 
similarly.  So  there  are  genetic  techniques  that  the  breeders  can  use 
to  enhance  the  healthful  properties  of  food  plants. 

There  are  many  compounds  in  vegetables  and  fruits  that  have 
been  identified  as  factors  that  might  assist  in  prevention  of  cancer, 
coronary  heart  diseases,  stroke,  and  others.  I  won't  list  all  these 
compounds,  but  they  are  becoming  known. 

From  the  breeders  level,  we  need  information  from  the  medical 
centers  and  from  the  people  who  work  in  cancer  and  heart  research 
to  give  us  the  specifications  we  need  to  modify  and  breed  food  prod- 
ucts to  be  more  healthful.  For  example,  if  we  had  the  funding,  we 
could  link  the  scientists  who  are  working  in  M.D.  Anderson  in 
Houston  on  cancer  and  on  the  naturally  occurring  compounds  that 
may  inhibit  cancer,  and  those  in  the  Southwestern  Medical  Center 
in  Dallas  that  are  working  in  similar  areas  for  prevention  of  heart 
disease  and  stroke,  and  those  at  the  Children's  Nutrition  Research 
Center  in  Houston  that  are  working  to  prevent  children's  nutri- 
tional diseases.  Through  these  linkages  we  can  identify  the  com- 
pounds in  vegetables  and  fruits  that  cause  disease  and  those  that 
are  beneficial  in  preventing  disease.  Then  we  could  develop  fruit 
and  vegetable  products  according  to  the  specifications  needed  to  aid 
in  the  prevention  of  these  diseases. 

The  complexity  of  this  problem  is  enormous  and  the  desired  solu- 
tion will  not  be  easily,  quickly,  or  inexpensively  obtained.  But  we 
need  to  be  researching  these  areas  right  now.  We  do  have  some  re- 
search underway  between  Texas  A&M  University  and  the  two  med- 
ical centers  in  Texas,  but  it  is  not  adequately  funded  nor  sufficient 
in  its  scope. 

I  estimate  it  would  take  a  multimillion  effort  to  do  this  job  prop- 
erly. This  amount  might  appear  to  be  substantial,  but  let  me  state 
that  the  cost  for  surgery  and  follow-up  care  from  only  100  to  200 
colon  or  breast  cancer  patients  per  year  can  amount  to  more  than 
$10  million.  In  the  United  States,  we  will  have  about  1  million  new 
cancer  cases  this  year  and  I  don't  know  how  many  new  heart  cases. 
The  cost  for  threatment  will  be  high. 

But  those  of  you  here  today  who  have  been  inflicted  with  cancer, 
or  who  have  high  cholesterol,  realize  that  the  cost  for  prevention 
is  very  low  when  it  is  compared  with  the  cost  for  treatment  which 
is  not  always  successful. 

We  need  to  search  for  ways  to  prevent  these  diseases,  all  of 
which  are  diet  related. 
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Let  me  end  by  sa3dng  that  the  logic  and  reasoning  for  this  re- 
search is  sound  and  the  pay-offs  in  terms  of  better  health  for  our 
citizens  and  reduced  health  costs  for  citizens  and  the  Grovernment 
are  enormous.  This  is  an  area  of  disease  prevention  that  is  clearly 
in  the  agricultural  domain  and  one  in  which  I  hope  agriculture  will 
take  the  lead. 

We  may  never  conquer  diet-related  diseases  unless  we  remove 
from  our  foods  those  compounds  that  cause  disease  and  enhance 
those  that  prevent  it.  With  adequate  knowledge  to  guide  us,  we  can 
produce  these  kinds  of  foods  to  the  benefit  of  all  consumers  and  to 
production  agriculture  in  general.  It  is  a  win/win  situation  for  ev- 
eryone. 

I  would  urge  you  to  support  it. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Adkisson  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much,  Dr.  Adkisson. 

Next,  Mr.  Adams. 

STATEMENT  OF  JAMES  LEE  ADAMS,  JR.,  PRODUCER,  CAMILLA, 
GA,  ON  BEHALF  OF  THE  FARMERS  HEALTH  ALLL\NCE 

Mr.  Adams.  Thank  you,  Mr.  Chairman. 

I  am  James  Lee  Adams,  former  president  of  American  Soybean 
Association  and  I  farm  down  in  Congressman  Bishop's  Second  Dis- 
trict. 

I  am  here  today  representing  the  Farmers  Health  Alliance.  It  is 
made  up  of  Soybean  Growers  Membership  and  Insurance  Trust, 
the  Grain  Growers  Membership  and  Insurance  Trust,  and  the  Poul- 
try Growers  Membership  and  Insurance  Trust. 

Many  of  the  current  proposals  we  feel  overlook  the  needs  of  rural 
areas.  I  know  on  my  farm  I  would  never  bet  the  farm  on  planting 
one  hybrid — particularly  a  new  hybrid  that  has  just  been  intro- 
duced— on  my  whole  acreage.  I  would  tend  to  put  in  test  plots  and 
we  would  recommend  very  highly  that  the  Congress  look  at  putting 
in  test  programs  before  we  impose  a  program  on  the  entire  country 
before  really  being  tried  out. 

We  see  some  other  rural  folks  have  some  concerns  about  what  is 
going  on  as  far  as  proposals  that  may  have  been  coming  forth.  In 
particular,  Ross  Fitzgerald  of  the  Montana  Grain  Growers  Associa- 
tion is  a  farmer.  He  says,  "Managed  competition  may  work  in  Chi- 
cago, but  it  won't  work  in  Conrad,  Montana.  In  most  parts  of  this 
State,  we  are  lucky  to  have  one  doctor." 

A  rural  doctor  from  Minnesota  says,  "I'm  concerned  about  how 
managed  competition  will  work  in  rural  America — there  is  no  com- 
petition in  rural  areas." 

And  under  the  header,  "Health  Reform  May  Not  Reach  Rural 
Areas,"  in  the  Rocky  Mountain  News,  "An  aging  group  of  physi- 
cians serves  vast  areas  of  rural  America,  but  they  are  retiring  or 
dying  out,  and  not  many  young  doctors  are  replacing  them." 

There  was  a  recent  article  in  the  New  England  Journal  of  Medi- 
cine that  states  that  approximately  29  percent  of  the  population 
will  not  be  affected  by  the  managed  competition. 

Farmers  have  been  solving  our  own  problems.  We  have  put  to- 
gether our  medical  plans  the  last  20  plus  years.  We  have  now  gone 
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into  21  States  and  we  are  serving  approximately  45,000  people  who 
grow  soybeans,  poultry,  peanuts,  grain,  corn,  and  cotton.  This  is  a 
true  grassroots  solution. 

But  we  would  have  four  specific  recommendations  that  we  would 
like  to  leave  with  the  committee  to  pass  on  to  the  rest  of  Congress, 
specifically  those  committees  of  jurisdiction. 

One,  as  has  been  emphasized  before,  tax  fairness.  It  ought  to  be 
100  percent  deductible  for  businesses  and  people  as  far  as  taxes. 

Two,  we  would  like  to  espouse  medical  savings  accounts,  MSA's, 
and  couple  this  with  higher  deductibles.  We  think  this  would  have 
some  long-term  savings  for  medical  use  and  people  would  be  judi- 
cious in  the  use  if  they  knew  a  portion  had  to  come  out  of  their 
savings. 

Three,  we  think  insurance  ought  to  be  personal  and  portable. 
Life  insurance  would  be  a  good  example  where  you  can  carry  it 
with  you. 

Four,  we  would  like  to  allow  voluntary  health  alliances  for  farm- 
ers, in  particular. 

Thank  you  for  your  time  and  allowing  us  to  testify. 

[The  prepared  statement  of  Mr.  Adams  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Next,  Mr.  Smedsrud. 

STATEMENT  OF  JEFFREY  SMEDSRUD,  EXECUTIVE  VICE 
PRESIDENT,  COMMUNICATING  FOR  AGRICULTURE,  INC. 

Mr.  Smedsrud.  Thank  you,  Mr.  Chairman. 

My  name  is  Jeffrey  Smedsrud.  I  am  with  Communicating  for  Ag- 
riculture. I  would  also  like  to  thank  you  and  Mr.  Roberts  for  hold- 
ing and  organizing  these  hearings. 

We  have  had  a  long  interest  and  involvement  in  rural  health 
care  issues.  We  have  helped  establish  26  State  programs  around 
the  country  that  set  up  programs  for  those  that  are  medically  unin- 
surable, and  we  have  worked  on  rural  health  issues. 

Let  me  talk  about  some  of  the  differences  that  face  rural  people, 
but  let  me  begin  by  making  two  points  on  which  I  think  this  com- 
mittee can  provide  a  tremendous  amount  of  leadership.  One,  help 
all  of  us  remind  your  colleagues  that  when  they  have  seen  one 
rural  area  they  have  seen  one  rural  area.  Rural  America  is  unique 
and  different.  We  are  not  a  homogenous  group.  We  need  to  get  a 
message  across  that  a  one-size-fits-all  solution  doesn't  work  very 
well  in  rural  areas. 

Two,  as  was  stated  earlier,  look  at  the  economic  impact  of  the 
various  health  care  proposals  as  they  affect  rural  communities  and 
as  they  affect  agriculture.  In  rural  America,  it  is  our  belief  that 
health  care  reform  ought  to  at  least  in  part  be  about  creating  new 
jobs  in  rural  areas  and  keeping  the  jobs  we  now  have  in  rural 
health  care. 

When  we  look  at  rural  issues,  there  are  a  number  of  issues  that 
are  important.  First  of  all,  rural  doctors  are  older  and  are  paid  less. 
More  of  our  hospitals  are  Medicare  dependent.  Medicare  still  reim- 
burses rural  areas  less.  Our  populations  drive  farther  for  care.  Too 
often,  available  health  care  is  simply  too  far  away.  Certain  people 
have  had  difficulty  getting  health  care  coverage.  And  there  are  cer- 
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tain  populations,  such  as  migrant  farmworkers,  that  have  had  tre- 
mendous difficulty  fitting  into  any  type  of  solution. 

But  let  us  equally  acknowledge  a  few  other  points.  Basic  rural 
medical  costs  are  less  than  they  are  in  urban  areas  and  we  ought 
to  keep  them  less.  Although  costs  are  too  high  based  for  income, 
they  are  still  less.  Let  us  also  acknowledge  that  about  90  percent 
of  all  family  farmers  have  health  insurance.  The  averages  tend  to 
distort,  but  about  92  percent  of  family  farmers  in  this  country  carry 
health  insurance. 

We  need  to  also  realize  and  recognize  that  rural  people  are  creat- 
ing and  forming  their  own  solutions.  Telemedicine  is  one  of  those 
solutions.  If  it  is  ever  true  that  the  last  shall  be  first,  then  I  hope 
we  pay  special  attention  to  the  last  presenter  in  this  panel  discus- 
sion today  from  the  American  Telemedicine  Association,  which  has 
some  of  the  more  innovative  solutions  to  fixing  health  care  in  this 
country. 

We  also  are  proving  that  alliances  can  work.  We  are  proving  that 
managed  care  can  work  in  rural  areas.  We  are  proving  that  rural 
people  can  form  their  own  solutions,  given  the  opportunity. 

Our  approach  to  health  care  problems  boils  down  to  a  very  sim- 
ple phrase.  We  believe  that  small  is  beautiful,  that  local  can  be 
powerful,  that  we  need  to  fix  health  care  in  this  country  by  putting 
communities  first,  and  that  we  fix  it  from  the  bottom  up  one  brick 
at  a  time.  We  don't  need — especially  in  rural  America — a  trickle 
down  health  care  system  that  tries  to  jury  rig  an  urban  solution 
to  rural  areas. 

So  what  do  we  need?  I  would  agree  with  Congressman  Roberts' 
statement.  If  you  look  at  all  the  proposals  out  there,  there  are 
many  proposals  that  have  a  wide  variety  of  support.  I  think  Con- 
gress ought  to  approve  and  pass  those  now.  Those  are  the  types  of 
things  when  you  do  surveys — and  our  group  does  a  lot  of  surveys 
of  rural  people — you  will  find  a  tremendous  amount  of  support  for: 
Guaranteeing  that  your  insurance  can't  be  taken  away;  guarantee- 
ing that  you  can  deduct  100  percent  of  it;  improved  consumer  re- 
sponsibility; more  choices  for  rural  people.  Those  are  the  types  of 
things  that  have  broad  support  both  in  Congress  and  among  the 
American  people. 

We  believe  that  voluntary  alliances  hold  the  key.  One  of  the 
things  that  Members  of  Congress  can  do  is  to  utilize  the  bully  pul- 
pit and  work  in  their  local  communities  and  in  their  States  to  talk 
about  local  community  development  solutions  to  health  care.  If  you 
look  at  health  care  as  an  economic  development  tool  and  to  a  rural 
community  of  20,000  to  30,000  people,  and  if  you  can  increase  the 
amount  of  health  care  dollars  that  stay  local,  you  can  create  new 
jobs. 

Health  care  dollars  turn  themselves  in  local  economies  six  to 
eight  times.  More  health  care  dollars  spent  in  rural  communities 
create  more  jobs  in  rural  areas.  We  ought  to  be  preserving  jobs  in 
rural  areas,  not  taking  steps  that  may  reduce  jobs  and  choices  in 
rural  areas. 

Regarding  the  question  of  employer  mandates,  I  think  it  is  a  very 
difficult  issue,  but  a  couple  of  points  need  to  be  at  least  addressed. 
For  family  farmers  with  hired  help,  an  employer  mandate  essen- 
tially either  means  that  the  farmer  family  keeps  less  or  the  em- 
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ployee  gets  paid  less.  As  such,  any  cost  associated  with  an  em- 
ployer mandate  on  family  farmers  is  borne  directly  by  the  family 
or  the  worker  themselves. 

It  is  very  difficult  under  the  President's  proposal  to  determine 
appropriately  what  share  ought  to  be  paid  by  a  farmer  and  how  to 
appropriately  categorize  part-time  workers.  In  our  view,  you  are 
opening  up  a  Pandora's  box  by  attempting  to  reclassify  independent 
contractors  as  employees  and  pitting  neighbor  against  neighbor  in 
so  doing. 

We  think  if  a  mandate  needs  to  be  looked  at  it  needs  to  be 
phased  in  and  it  also  needs  to  recognize  certain  types  of  industries 
that  historically  do  not  provide  employer-paid  insurance.  If  there  is 
a  phase-in,  perhaps  it  ought  to  be  phased  in  in  two  directions,  both 
on  size  of  business  and  on  a  recognition  that  certain  employers  in 
industry  categories  and  classifications  don't  historically  provide  em- 
ployer insurance. 

Let  me  end  quickly  by  pointing  out  some  of  the  questions  we 
often  have  about  health  care  reform.  We  have  a  concern  for  rural 
people  who  pay  for  their  own  health  insurance  that  the  standard 
benefits  not  be  "too"  good.  We  have  to  remember  that  people  still 
have  to  be  able  to  afford  to  pay  for  the  benefits  they  have.  Many 
farmers  and  rural  people  choose  plans  with  high  deductibles. 

We  have  a  concern  that  community  rating — if  it  does  not  take 
into  consideration  rural/urban  differentials — has  a  tendency  to 
have  rural  people,  where  medical  costs  are  less,  subsidizing  urban. 

We  have  a  concern  that  any  plan  that  does  not  recognize  that  fee 
for  service  options  are  still  the  predominant  source  of  insurance  in 
rural  America  creates  a  disadvantage  for  rural  people.  Managed 
care  plans  hold  promise,  but  they  are  not  in  place,  in  all  places  at 
once. 

As  I  said,  economic  development  is  a  key  issue,  and  so  is  the  im- 
pact of  cuts  in  Medicare  on  rural  communities. 

With  that,  we  would  ask  that  our  statement  be  included  in  the 
record  and  would  welcome  any  questions. 

Thank  you. 

[The  prepared  statement  of  Mr.  Adams  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you,  Mr.  Adams.  Next,  Mr.  Burns. 

STATEMENT  OF  DAVID  BURNS,  PRESmENT,  SOUTHERN  COT- 
TON GROWERS,  INC.,  ON  BEHALF  OF  THE  NATIONAL  COT- 
TON COUNCIL  OF  AMERICA 

Mr.  Burns.  Mr.  Chairman,  my  name  is  David  Burns  and  I  am 
from  Laurel  Hill,  North  Carolina.  I  am  involved  in  a  diversified 
farming  operation  with  cotton  being  our  major  crop.  As  part  of  our 
benefits  package,  we  currently  provide  health  care  insurance  for 
our  full-time  employees. 

On  behalf  of  the  National  Cotton  Council,  I  would  like  to  thank 
you  for  the  opportunity  to  be  here  today  to  submit  testimony  before 
your  committee  and  for  your  willingness  to  be  a  strong  voice  for 
rural  America  and  farmers  in  the  health  care  reform  debate.  I 
would  also  like  to  thank  Congresswoman  Lambert  for  her  efforts  in 
this  area  on  both  the  Agriculture  and  Energy  and  Commerce  Com- 
mittees. We  are  equally  grateful  to  Mr.  Stenholm,  Mr.  Roberts,  Ms. 
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Long,  and  others  for  their  efforts  within  the  Rural  Health  Care  Co- 
alition. The  health  care  needs  of  rural  America  are  different,  but 
just  as  important  as  those  in  urban  areas.  We  are  proud  to  have 
hardworking  people  like  you  on  our  side. 

As  you  know,  the  National  Cotton  Council  is  the  central  organi- 
zation of  the  U.S.  cotton  industry  serving  all  seven  segments  of  the 
industry  including  producers,  ginners,  seed  crushers,  warehouse- 
men, merchants,  cooperatives,  and  textile  manufacturers  from  Cali- 
fornia to  the  Carolinas.  Our  members  with  small  and  very  large 
businesses  have  a  significant  stake  in  the  health  care  debate. 

We  have  not  specifically  endorsed  any  of  the  numerous  health 
care  reform  bills  that  have  been  introduced  to  Congress.  However, 
our  300  delegates  selected  by  over  90  organizations  developed  pol- 
icy at  the  council's  annual  meeting  that  addresses  several  pocket- 
book  issues  which  will  undoubtedly  be  key  in  the  debate  as  it  ad- 
vances through  the  legislative  process. 

We  are  very  concerned  about  the  extent  to  which  reform  of  the 
U.S.  health  care  system  may  affect  the  profitability  of  family  farm- 
ing and  ranching  operations.  We  are  aware  that  there  are  many 
consensus  areas  of  reform  being  looked  at  including  insurance  port- 
ability, increased  preventive  care,  malpractice  reform,  administra- 
tive streamlining,  and  antitrust  reform  and  we  know  that  there  is 
some  agreement  on  these  points. 

Additionally  our  industry  segments,  such  as  the  textile  sector, 
have  supported  the  concept  of  managed  competition  to  encourage 
employers,  consumers,  and  governments  to  shop  wisely  for  health 
delivery  services  where  a  choice  is  available  and  bring  about  cost 
reductions  through  market  forces  utilizing  managed  care.  As  health 
care  reform  is  debated  in  1994,  we  urge  Congress  to  consider  the 
following  points,  particularly  for  those  medically  underserved  in 
rural  areas: 

Tax  deductibility  of  insurance  premiums — ^this  is  something  we 
have  already  mentioned  several  times.  The  25  percent  deduction 
for  insurance  premiums  paid  by  self-employed  individuals,  which 
expired  December  31,  1993,  should  be  increased  to  100  percent  and 
permanently  extended.  When  purchasing  health  insurance,  the 
self-employed  should  be  afforded  the  same  tax  treatment  given  cor- 
porations. 

Employer  mandates — since  small  businesses  are  not  currently  re- 
quired to  provide  health  insurance  for  their  employees,  employer 
mandates  to  achieve  the  goal  of  universal  health  insurance  cov- 
erage would  be  a  substantial  new  economic  burden  for  farmers  and 
ranchers.  Employers  should  continue  to  have  the  option  of  provid- 
ing health  insurance  for  their  employees. 

Insurance  purchasing  pools — steps  should  be  taken  to  allow  self- 
employed  individuals  to  group  together  to  purchase  health  insur- 
ance and  reap  the  same  savings  now  available  only  to  large  em- 
ployers. Farmers  should  also  be  permitted  to  develop  their  own  in- 
surance pools  to  maintain  the  health  care  cost  savings  generally  af- 
forded to  rural  residents,  as  long  as  the  pools  adhere  to  national 
performance  standards. 

Level  of  insurance  deductibles — many  farmers  minimize  their  in- 
surance premiums  by  maintaining  high  deductibles,  agreeing  to 
pay  an  initial  level  of  health  care  expenses  out  of  pocket.  Farmers 


37 

and  other  self-employed  individuals  should  be  permitted  to  con- 
tinue running  high  deductibles  if  they  can  demonstrate  sufficient 
financial  ability  at  the  beginning  of  the  policy  year. 

Mr.  Chairman,  as  an  industry  we  are  strongly  united  in  our  con- 
cern about  these  pocketbook  topics  and  we  would  urge  you  and 
your  colleagues  to  make  every  effort  to  see  that  these  concerns  are 
adequately  addressed.  The  profitability  of  farming,  job  creation  in 
the  agricultural  sector,  and  the  quality  of  life  in  rural  America  de- 
serve the  diligence  of  our  group,  Congress,  and  the  administration. 

Thank  you,  once  again,  for  the  opportunity  to  be  here  today  be- 
fore the  committee.  I  would  be  happy  to  answer  any  questions  you 
might  have. 

[The  prepared  statement  of  Mr.  Bums  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Next,  Ms.  Danielson. 

STATEMENT  OF  NANCY  F.  DANIELSON,  WASHINGTON 
REPRESENTATIVE,  NATIONAL  FARMERS  UNION 

Ms.  Danielson.  Mr.  Chairman,  thank  you  for  the  opportunity  to 
testify  today.  I  am  so  glad  that  you  and  your  committee  are  giving 
this  attention  to  the  issue  of  rural  health  care. 

Health  care  reform  has  become  the  $900  billion  question.  For  our 
members  it  has  become  the  No.  1  priority  legislatively  this  year. 
We  just  finished  our  convention  in  Fargo,  North  Dakota.  I  would 
like  to  do  three  things  today:  Tell  you  what  our  members  passed 
on  health  care  reform  policy  at  the  convention;  tell  you  what  we 
have  learned  through  our  national  health  care  series  of  seminars 
we  have  conducted;  and  talk  about  which  plans  best  address  the 
needs  of  rural  America. 

First  of  all,  you  will  see  on  the  first  page  of  my  testimony  that 
there  are  eight  concerns  we  have  listed  and  on  which  we  call  for 
reform.  Those  concerns  included  universal  coverage;  100  percent 
tax  deductibility;  long-term  care;  affordability;  expansion  of  the  Na- 
tional Health  Service  Corps;  single  payer  insurance;  choice  of  pro- 
vider; and  comprehensive  benefits.  We  will  note  right  off  the  bat 
that  most  of  the  proposals  that  are  out  there  do  not  achieve  univer- 
sal coverage.  In  fact,  the  only  two  proposals  which  do  achieve  uni- 
versal coverage  are  the  Clinton  bill  and  the  single  payer  bill. 

I  would  like  to  spend  most  of  my  time  today  to  address  the  spe- 
cific areas  of  concern  that  rural  citizens  have.  Since  October,  I  have 
spent  about  half  of  my  time  on  the  road  going  to  our  States  talking 
to  people  about  health  care  reform.  It  has  been  an  extremely  inter- 
esting time  for  me  to  hear  what  type  of  concerns  people  have.  It 
is  not  surprising  that  the  concerns  we  have  heard  are  the  same  on 
this  panel  as  the  No.  1  concern:  100  percent  tax  deductibility. 

The  problem  is  that  farm  families  cannot  afford  to  drop  their 
health  insurance  without  literally  betting  the  farm.  That  is  why 
even  though  in  years  of  poor  income  such  a  high  percentage  of  farm 
families  maintain  their  health  insurance.  They  can't  afford  to  do 
otherwise. 

The  second  concern  I  have  listed  is  the  Medicare  shortfall.  It 
turns  out  that  currently  rural  hospitals  receive  only  about  70  cents 
per  dollar  that  they  submit  to  the  Government  for  reimbursement. 


38 

They  make  up  the  difference  by  doing  cost  shifting.  But  there  is  an- 
other way  they  make  up  the  difference.  In  fact,  in  many  cases  they 
have  to  face  a  decision  of  either  closing  the  rural  hospital  doors — 
which  Representative  Long  talked  about  this  morning — or  they 
have  to  pass  a  property  tax  levy.  Of  course,  the  people  who  are  liv- 
ing in  the  rural  areas  and  on  the  farms  are  the  first  ones  to  be  af- 
fected by  that. 

I  went  to  several  different  communities  that  told  me  that  as  high 
as  70  percent  of  the  population  that  they  served  were  Medicare  pa- 
tients. So  you  can  understand  that  their  concern  is  so  strong  that 
any  of  these  reforms  may  reduce  the  amount  that  we  have  for  Med- 
icare. 

The  third  concern  I  have  listed  is  the  cost  of  covering  their  em- 
ployees. Representative  Roberts  was  exactly  right  when  he  said 
that  rural  Americans  need  to  look  at  cost,  they  need  to  look  at 
choice,  they  want  to  know  what  the  benefits  are,  and  they  want  to 
know  who  will  pay.  Those  are  exactly  the  items  we  address  in  the 
seminars  we  have  been  doing. 

If  there  is  an  employer  mandate,  then  there  must  be  permanent 
legislation  which  would  allow  employers  to  afford  the  insurance 
they  would  be  required  to  provide.  We  are  pleased  to  see  in  the 
Clinton  legislation  that  there  are  several  provisions  to  make  health 
insurance  affordable  not  only  for  employers  but  also  for  employees. 
Some  of  the  other  plans  that  are  out  there  have  some  mandates  in 
requiring  insurance  but  they  don't  have  that  affordability.  And  that 
is  crucial. 

Then  fourth,  our  people  are  concerned  about  what  assets  might 
be  counting  in  determining  consumer  eligibility  for  premium  assist- 
ance. You  know  that  you  might  have  a  nice  big  farm,  but  in  a  year 
of  poor  farming  it  doesn't  mean  that  you  have  cash  to  spend  on 
extra  expenses.  We  think  premium  assistance  should  be  based  on 
income  and  not  solely  assets. 

Fifth  is  a  very  big  concern  for  us.  We  don't  want  to  see  reform 
that  will  push  all  of  our  citizens  into  health  maintenance  organiza- 
tions. That  is  the  problem  with  many  of  the  managed  competition 
proposals.  On  the  last  page  of  my  testimony  I  attached  a  map.  This 
map  shows  areas  that  are  feasible  for  HMO's  that  have  populations 
of  360,000  or  more.  I  would  like  to  point  out  to  you  that  most  of 
our  members  live  in  the  areas  that  are  not  shaded  by  the  black. 
That  is  the  whole  problem  with  trying  to  push  us  into  HMO's. 

Sixth,  prevention  is  a  must.  We  can't  have  preventive  care  if  we 
have  to  travel  long  distances  to  hospitals  or  if  we  have  plans  with 
high  deductibles.  It  will  mean  that  we  don't  use  the  plan. 

Seventh,  we  must  allow  for  reimbursement  for  services  per- 
formed by  physicians  assistants  and  nurse  practitioners. 

Eighth,  we  must  do  something  to  encourage  more  doctors  to  prac- 
tice in  rural  areas.  We  are  very  pleased  with  the  program  they  are 
using  in  Minnesota  to  require  students  to  practice  in  underserved 
areas  as  part  of  their  internship.  They  have  a  high  success  rate  in 
getting  doctors  to  rural  areas. 

Ninth,  we  must  have  specific  steps  to  control  cost. 

Tenth,  farmers  are  concerned  about  how  workers  compensation 
premiums  might  be  affected.  In  some  areas  they  are  paying  as  high 
as  15  percent  for  workers  compensation  premiums  already. 
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Eleventh,  they  are  concerned  about  additional  recordkeeping. 

Twelfth,  they  are  concerned  that  if  they  have  a  plan  right  now 
where  their  spouse  provides  the  coverage  from  off-farm  employ- 
ment they  might  lose  that  coverage. 

Thirteenth,  they  are  concerned  that  employers  might  be  encour- 
aged to  provide  less  coverage.  This  is  another  problem  under  the 
managed  competition  proposals. 

Fourteenth,  we  support  requiring  alliances  to  be  mandatory  and 
to  serve  rural  areas.  That  is  because  if  they  are  not  required  to 
serve  rural  areas  we  may  be  left  out  of  the  reform. 

I  see  my  time  has  expired,  but  the  last  thing  I  would  like  to  men- 
tion is  that  as  we  look  at  the  plans  that  address  our  needs,  the  only 
two  plans  that  we  see  as  coming  close  are  the  Clinton  plan  and  the 
single  payer  plan.  We  urge  your  consideration  of  these  plans  and 
we  would  like  to  see  the  other  plans  move  in  that  direction  as  op- 
posed to  seeing  those  plans  move  in  the  direction  of  managed  com- 
petition. 

[The  prepared  statement  of  Ms.  Danielson  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

I  thank  all  of  the  panel. 

We  were  to  be  operating  under  the  time-of-arrival  rule,  but  in 
view  of  the  time  element,  we  will  dispense  with  that  and  will  just 
go  on  the  straight  seniority  right  and  left. 

Are  there  any  questions  at  this  point? 

Mrs.  Thurman. 

Mrs.  Thurman.  Thank  you,  Mr.  Chairman. 

Are  you  all  supportive  of  universal  health  care? 

Mr.  Kleckner.  We  could  probably  discuss  the  interpretation  of 
what  that  means,  but  in  general  I  would  say  yes.  I  said  in  my  testi- 
mony that  people  ought  to  have  the  right  to  get  it,  there  ought  to 
be  portability  so  that  you  don't  get  dropped  off.  In  general,  we 
would  be  in  support  of  that.  How  you  get  it,  we  might  discuss  fur- 
ther. 

Mrs.  Thurman.  I  think  I  would  like  to  discuss  that.  I  think  that 
is  a  very  big  concern  for  all  of  us.  It  is  part  of  the  big  issue  on  the 
employer/employee  mandate  of  how  we  reach  that  land  of  access, 
whether  it  be  rural  or  urban,  without  having  some  kind  of  em- 
ployer/employee relationship  under  this — whether  it  be  what  is  in 
the  Clinton  plan,  50/50,  tax  deductions,  or  whatever. 

With  that,  I  would  like  to  ask  another  question. 

When  you  talk  about  the  tax  changes  or  the  deductions  or  de- 
ducting 100  percent,  does  that  include  employees  or  just  the  em- 
ployers? 

Mr.  Kleckner.  We  think  it  ought  to  be  both.  Employees  who 
would  provide  their  own  because  of  not  having  employer-provided 
coverage  that  ought  to  be  100  percent.  If  that  is  your  question,  that 
ought  to  be  the  100  percent  deductibility  for  them  as  well  as  a 
farmer  or  small  businessperson  who  provides  their  own  also.  Any- 
body who  provides  their  own  coverage  ought  to  have  the  100  per- 
cent deductibility  to  make  it  equitable  with  employer-funded  plans. 

Mrs.  Thurman.  I  hope  you  would  make  that  clear.  I  saw  so  much 
even  during  the  budget  reconciliation  last  year  that  we  gave  to  the 
self-employed  and  we  tried  to  give  to  some  of  the  issues  on  the 
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farmers.  But  who  we  left  out  of  there  were  some  of  the  most  vul- 
nerable who  were  not  given  any  kind  of  deductible  and  yet  were 
the  ones  at  highest  risk  of  not  being  able  to  afford  the  insurance 
as  well.  So  I  would  hope  that  during  times  you  are  making  your 
testimony  or  your  pleas  to  those  committees  that  might  have  some 
jurisdiction  over  this  that  you  would  consider  that  a  high  priority. 

Mr.  Kleckner.  Yes,  ma'am,  we  will. 

Mrs.  Thurman.  Thank  you. 

The  Chairman.  Ms.  Lambert. 

Ms.  Lambert.  Mr.  Chairman,  first  I  would  like  to  apologize  to 
you  for  running  late.  I  was  talking  to  some  insurers  in  my  office 
about  rural  health  care.  They  left  with  their  mouths  gaping  when 
I  gave  them  some  of  the  statistics  of  my  district  because  they  were 
from  New  York  City  and  they  don't  really  understand  the  problems 
we  see  in  rural  America  in  the  delivery  of  health  care. 

I  also  want  to  add  a  special  thanks  to  the  chairman  and  Mr.  Rob- 
erts and  their  staffs  in  putting  together  this  hearing.  I  think  it  is 
imperative  when  we  look  at  the  total  issue  of  health  care  reform 
that  we  do  look  at  rural  health  care  and  its  special  needs  and  con- 
cerns. We  are  individuals  in  every  respect  and  our  needs  and  con- 
cerns are  that. 

I  certainly  do  applaud  the  chairman  and  his  efforts  there  and 
would  like  to  give,  again,  my  dedication  to  him.  In  my  position  on 
the  Energy  and  Commerce  Committee  we  will  be  seeing  health  care 
reform  in  that  committee  and  would  like  to  work  with  the  chair- 
man and  his  staff  to  pursue  from  the  results  of  this  hearing  putting 
together  some  kind  of  a  package  that  assures  protection  for  health 
care  in  rural  communities. 

I  certainly  make  that  commitment  to  the  chairman  and  to  Mr. 
Roberts  and  to  this  committee  to  work  with  them  wholeheartedly. 

One  of  the  questions  I  would  like  to  ask — I  think  you  all  made 
the  comment  about  the  need  for  physicians  and  health  care  provid- 
ers in  rural  communities.  You  alluded  to  some  of  the  programs — 
I  know  in  Arkansas  we  have  the  AHEC  program  which  does  allow 
residents  to  come  out  to  the  rural  communities  to  do  some  of  their 
time  there.  It  does  bring  them  to  the  rural  communities.  The  key 
question  is  keeping  them  there. 

I  am  a  big  advocate  of  telemedicine.  I  think  it  is  one  of  the  more 
important  aspects  of  what  we  can  see  happening  in  rural  commu- 
nities and  getting  the  doctors  there  and  hopefully  keeping  them 
there.  One  of  the  more  important  aspects  for  the  physicians  in 
rural  communities  is  isolation,  not  the  amount  of  money. 

I  know  in  my  hometown  we  have  had  to  guarantee  OB/GYN  doc- 
tors unbelievable  amounts  of  money  that  they  could  not  have  made 
in  an  urban  area  just  to  get  them  there  and  to  hopefully  keep  them 
there.  Once  they  are  there  they  recognize  that  the  business  is  there 
and  they  can  certainly  keep  their  incomes  up.  However,  the  isola- 
tion is  a  big  problem. 

They  are  not  able  to  communicate  with  centers  of  learning  as 
much  as  they  would  like.  They  are  working  7-hour  days — some- 
times 16  hours  a  day.  They  don't  have  the  continuing  education 
outlet  there  that  they  really  need  that  I  do  think  telemedicine 
could  help  provide.  But  from  you  all  I  would  like  to  hear  some  of 
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your  ideas  on  how  we  can  get  those  physicians  to  rural  commu- 
nities and  keep  them  there? 

Mr.  Kleckner.  One  thing  I  didn't  say  that  I  think  would  be  a 
big  help  is  if  in  accepting  or  recruiting  medical  students  medical 
colleges  would  make  an  effort  to  recruit  rural  young  men  and 
women  into  medical  colleges  I  think  they  would  be  more  likely  to 
go  back  and  stay  back  to  their  roots  where  they  came  from. 

I  think  it  is  very  difficult  to — with  some  exceptions,  of  course — 
ask  a  person  raised  in  an  urban  environment  to  locate — ^you  can  get 
him  or  her  to  locate  in  a  rural  area  for  a  little  while,  but  they  want 
to  go  back  to  what  they  grew  up  with.  If  counselors  in  rural  high 
schools  would  tell  those  bright,  young  students  in  their  senior 
classes  to  think  about  a  medical  career,  they  have  a  lot  better 
chance  of  getting  them  back  and  keeping  them  back  because  they 
like  where  they  grew  up. 

I  don't  think  they  do  enough  recruiting  or  enough  talking.  It  may 
take  some  special  incentives  to  get  that  done. 

Ms.  Lambert.  And  I  think  there  is  a  wonderful  point  to  be  made 
there,  and  that  is  that  we  can  look  to  some  of  the  learning  institu- 
tions and  some  of  the  other  associations — perhaps  the  AMA  and 
others — to  take  a  real  forward  stand  in  that.  I  know  I  had  three 
young  gentlemen  from  my  district  who  applied  to  med  school  this 
year  who  were  declined,  all  three  of  whom  had  the  intention  of 
coming  back  to  rural  America  to  practice.  They  were  at  the  top  of 
their  class  and  had  scored  very  highly. 

I  think  that  is  another  area  where  we  can  look  to  make  a  big 
dent  in  getting  doctors  back  to  rural  communities  where  they  will 
stay. 

Mr.  Smedsrud.  I  think  another  aspect  of  that — ^to  get  more  phy- 
sician recruitment — is  to  look  at  changing  some  of  the  rules  that 
tend  to  work  better  for  urban  areas  in  terms  of  what  registered 
nurses  can  do  and  in  terms  of  what  physicians  assistants  can  do. 
A  number  of  States  are  now  working  on  this  and  some  large  hos- 
pital groups  are  working  with  physician  rotation  programs  within 
which  basically  "the  relief  pitcher"  comes  out  for  a  little  while  and 
helps  out. 

I  would  also  look  very  strongly  at  that  part  of  the  President's 
proposal  that  says;  strong  tax  incentives,  over  an  extended  period 
of  time  you  will  see  physicians  after  they  are  in  a  rural  community 
for  3  or  more  years  will  not  very  likely  leave.  Most  of  the  urban 
physicians  who  come  to  rural  communities  are  gone  after  the  first 
year  or  two.  If  they  are  there  for  awhile,  they  realize  what  it  is 
like. 

Mr.  Burns.  In  our  community,  we  have  a  group  of  young  profes- 
sionals. When  we  have  a  physician  come  to  town,  we  entertain  him. 
If  we  attract  that  physician,  we  very  quickly  incorporate  him  and 
his  spouse  and  family  into  the  community  as  rapidly  as  possible. 
That  has  helped  a  great  deal. 

Mr.  Adams.  Our  particular  health  alliance,  before  everything  got 
into  a  state  of  flux,  was  considering — and  I  think  we  will  go  back 
and  revisit  it — giving  scholarships,  taking  a  portion  of  profits  and 
setting  them  aside  particularly  for  paying  tuition  and  so  forth  for 
folks  who  are  targeted  to  coming  back  into  those  areas. 
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As  a  response  to  Mrs.  Thurman's  question  earlier,  I  think  we  pay 
for  these  costs  with  our  property  taxes  and  everything  else  if  people 
are  not  covered  anjrway.  It  is  a  matter  of  really  surfacing  the  cov- 
erage and  surfacing  who  is  really  paying  for  people  as  far  as  uni- 
versal coverage. 

Ms.  Danielson.  The  medical  schools  also  need  to  emphasize  hav- 
ing students  go  into  rural  practices.  Right  now,  the  best  students 
are  pulled  out  and  told  that  they  are  too  good  and  that  they  must 
be  a  specialist.  That  is  exactly  the  wrong  message  being  sent.  We 
need  to  change  that. 

Ms.  Lambert.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Allard. 

Mr.  Allard.  Thank  you,  Mr.  Chairman. 

I  would  just  call  to  the  panel's  attention  a  community  in  my  dis- 
trict who  have  sort  of  taken  the  homegrown  approach.  They  found 
a  couple  of  outstanding  students  and  they  have  been  admitted  into 
medical  school.  They  are  helping  pay  for  their  costs  of  education  for 
the  commitment  that  they  must  go  back  to  the  community  in  which 
they  grew  up.  We  are  waiting  for  the  results  after  they  graduate 
from  medical  school.  I  thought  it  was  rather  unique.  I  think  maybe 
local  communities  need  to  think  about  using  their  local  scholarship 
program  to  get  their  own  into  medical  schools. 

The  other  thing  I  would  bring  up  for  discussion  is  that  we  don't 
seem  to  be  talking  too  much  about  the  cost  of  medical  care  and  how 
we're  going  to  pay  for  it.  Even  if  we  continue  the  way  we  are  now, 
this  expensive  part  of  the  budget — the  Clinton  health  care  plan  and 
all  these  other  plans  are  expensive.  What  ways  do  you  think  would 
be  most  palatable  for  your  members  to  pay  for  health  care? 

Mr.  Smedsrud.  I  think  first  of  all  there  are  a  number  of  health 
reform  things  you  can  do  that  aren't  going  to  cost  very  much 
money,  including  reforming  insurance  markets,  making  some 
changes  to  medical  malpractice,  and  doing  those  t)T)es  of  programs. 
I  think  the  cost  of  100  percent  tax  deduction — there  are  ways  to 
look  at  doing  that.  Inclusive  of  those  are  some  targeted  cuts  to 
spending  programs.  Inclusive  of  those  ways  may  be  to  look  at  put- 
ting some  limits  on  deductibility  of  excessive  health  plans,  so-called 
Cadillac  plans,  which  is  part  of  the  Cooper  bill. 

I  think  those  things  need  to  be  looked  at.  I  think  we  need  to  ad- 
dress the  mentality  that  not  everybody  can  get  everything  all  the 
time  for  as  little  as  possible.  If  we  are  going  to  ask  for  some  of 
those  things,  perhaps  we  ought  to  be  willing  as  a  self-employed 
person  to  say,  "If  I  want  a  plan  that  covers  every  expense,  I  am 
not  going  to  be  able  to  deduct  100  percent  of  it,"  just  as  an  em- 
ployee of  a  large  company  may  have  to  say,  "If  I  want  a  plan  that 
covers  everything  all  the  time,  I  am  not  going  to  get  favorable  tax 
treatment." 

I  think  that  is  a  large  source  of  revenue  that  could  be  tapped  and 
something  that  needs  to  be  looked  at. 

Ms.  Danielson.  I  would  disagree  with  Mr.  Smedsrud  on  that  last 
point.  We  often  agree  on  many  points,  but  as  far  as  giving  employ- 
ers incentives  to  offer  poor  plans — we  think  that  is  moving  in  the 
wrong  direction.  In  fact,  if  we  ultimately  want  to  achieve  preven- 
tion, then  we  need  to  make  sure  that  our  deductibles  aren't  too 
high,  that  we  don't  have  plans  that  are  so  cheap  that  they  actually 
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result  in  people  not  using  them.  We  would  prefer  to  see  health  care 
paid  based  on  ability  to  pay,  based  on  income  resources.  We  think 
that  is  the  progressive  and  fair  way  to  do  it. 

Mr.  Adams.  Are  we  talking  about  insurance  or  are  we  talking 
about  medical  coverage?  If  we  are  talking  about  insurance,  it 
makes  no  sense,  really,  for  me  to  take  car  insurance  and  cover  the 
oil  changes  and  the  grease  jobs.  That  would  have  an  exorbitant  cost 
as  far  as  insurance.  So  I  cover  collision  and  the  catastrophic  areas. 
That  is  what  I  am  really  looking  for  in  insurance. 

But  I  think  if  you  are  talking  about  medical  costs,  that  is  another 
function  entirely.  Maybe  you  really  ought  to  split  those  two  and 
look  at  what  the  total  program  is. 

Mr.  Kleckner.  I  would  say  that  there  is  no  painless  way  to  pay 
these  bills.  We  all  like  to  get  it  done  as  cheaply  as  possible.  When 
we  are  paying  $4,000  to  $12,000  a  year,  depending  on  the  Chev- 
rolet to  Cadillac  plan,  and  paying  it  ourselves  it  is  a  major  item 
of  expense  to  every  farmer. 

But  I  would  have  to  agree  with  the  preponderance  of  the  thought 
that  there  has  to  be  a  portion  of  that  paid  by  the  individual  to 
make  us  really  accountable.  I  would  tend  to  agree  with  Mr. 
Smedsrud  that  to  cover  an  average  plan  in  some  way,  but  if  I  want 
to  go  all  the  way  and  have  the  Cadillac  I  ought  to  have  to  pay  for 
some  of  that  myself.  Somehow,  insurance  seems  to  be  free.  I  am 
covered  with  Blue  Cross  and  I  swear  every  time  I  pay  that  pre- 
mium— ^but  I  really  try  to  collect  all  of  it  that  I  can.  It  doesn't  hurt 
at  all  to  go  and  see  the  doctor  when  we  probably  wouldn't  need  to 
in  any  case. 

I  grew  up  in  northern  Iowa  and  I  hardly  ever  saw  a  doctor  be- 
cause we  did  some  home  remedies.  I  don't  know  that  we  will  ever 
return  to  the  home  remedy,  but  my  grandchildren  now  go  for  the 
sniffles  to  the  doctor  because  my  son's  plan  covers  the  sniffles. 
When  the  sniffles  weren't  covered  when  I  was  7  and  4,  we  didn't 
have  insurance.  But  we  must  have  some  accountability  ourselves. 
If  we  don't  get  to  that,  I  see  medical  costs  only  going  one  way,  still 
straight  on  up. 

The  Chairman.  Mr.  Bishop. 

Mr.  Bishop.  Thank  you  very  much,  Mr.  Chairman. 

Let  me  thank  the  panel,  especially  my  constituent,  Mr.  James 
Lee  Adams. 

I  would  like  to  throw  out  the  question  to  all  of  you  which  I  have 
found  the  need  to  grapple  with.  The  district  I  represent  perhaps 
has  one  of  the  highest  infant  mortality  rates;  it  has  high  cardio- 
vascular disease;  a  lot  of  strokes;  the  catastrophic  kinds  of  real 
acute  and  chronic  health  problems  which  really  is  exacerbated  with 
a  lack  of  access  to  medical  coverage. 

How  do  you  reconcile  the  cost  of  medical  care  with  the  need  for 
universal  coverage? 

I  was  interested  with  the  recommendation  from  Mr.  Adams  for 
the  medical  savings  accounts.  The  medical  experts  seem  to  be  tell- 
ing us  that  an  ounce  of  prevention  is  worth  a  pound  of  cure.  Many 
times  for  health  care — particularly  in  our  area  with  cardiovascular 
disease  and  diabetes — if  people  have  preventive  care  before  they 
had  the  stroke  or  heart  attack  ultimately  they  would  keep  the  cost 
of  that  health  care  down. 
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The  other  part  of  that,  referencing  universal  coverage,  is  if  the 
37  milHon  Americans  who  are  uninsured,  many  of  whom  are  em- 
ployed but  just  can't  afford  coverage — if  they  do  not  have  that  cov- 
erage and  only  get  it  in  the  emergency  room,  doesn't  that  drive  the 
cost  of  the  actual  service  to  the  health  alliances,  commodity  groups, 
or  any  other  groups — when  you  go  in  and  receive  your  care,  aren't 
you  really  subsidizing  all  those  uninsured  people?  Isn't  that  going 
to  drive  the  cost  to  everybody  higher?  Don't  we  really  have  to  look 
at  universal  coverage,  which  also  covers  primary  preventive  care? 

Mr.  Adams.  I  hope  we  have  elected  about  435  Solomons  up  here 
who  can  make  a  wise  decision  because  if  you  really  look  at  it,  we 
do  need  to  have  examinations  on  a  regular  basis.  But  you  and  I  all 
know  people  who  would  have  an  examination  every  day  if  it  was 
free.  We  literally  have  people  who  go  from  doctor  to  doctor  down 
home  because  they  are  essentially  not  paying  for  it  and  the  rest  of 
us  are  paying  for  it. 

So  there  needs  to  be  some  common  sense  in  there  at  some  point 
in  time.  I  think  it  is  going  to  take  the  wisdom  of  Solomon  to  design 
that  plan. 

Mr  Bishop.  Do  we  find  also  that  there  are  some  farmers  who  are 
hard-working  that  just  don't  feel  like  they  need  to  go  to  the  doctor? 
Unless  they  are  down  in  bed  sick,  they  are  not  going  to  go,  but  if 
they  had  that  coverage  and  didn't  have  to  worry  about  the  high  de- 
ductibility, do  you  think  they  might  have  a  chance  of  expanding 
their  life  expectancy  if  they  went  more  regularly  for  the  preventive 
primary  care? 

Mr.  Burns.  I  think  some  of  the  issues  you  have  brought  up  we 
have  in  all  of  the  communities.  To  me,  it  is  kind  of  more  of  an  atti- 
tude thing  because  we  all  know  people  who  have  the  means  to  go 
to  the  doctor  anytime  they  would  need  to,  they  just  don't  choose  to 
go  until  they  really  hit  that  catastrophic  area  with  the  stroke  or 
the  heart  problem  or  something.  I  am  not  sure  how  we  get  our 
arms  around  it  and  address  it.  It  is  not  altogether  a  money  prob- 
lem. 

Mr.  Kleckner.  Mr.  Bishop,  I  would  agree  with  that.  There  are 
many  people — I  will  speak  about  farmers  because  I  know  them 
best — that  simply  don't  want  to  go  see  the  doctor.  They  have  insur- 
ance. It  is  probably  more  men  than  women.  I  don't  think  it  is  be- 
cause they  are  working  any  harder.  I  don't  know  if  it  is  a  fear  of 
getting  examined.  I  think  more  often  than  not,  money  is  not  the 
issue.  They  just  don't  want  to  go.  They  may  think  something  is 
wrong  and  don't  want  to  hear  the  bad  news.  It  is  a  head-in-the- 
sand  philosophy,  but  regrettably  it  is  here.  I  don't  know  how  you 
get  around  that. 

We  do  support  the  medi-save  area.  I  think  an  IRA-type  of  medi- 
save  account — what  I  am  hearing  around  the  country — and  it  is 
nonpartisan  as  I  talk  to  people — they  think  that  idea  makes  sense. 
Congressman  Roberts  said  there  were  a  number  of  things  that 
maybe  300  votes  could  be  gotten  tomorrow.  I  believe  a  medi-save- 
type  program  is  included  in  those  relatively  popular  things  in  the 
Congress. 

Mr.  Bishop.  Does  that  not  have  an  incentive,  though,  not  to  use 
it  because  it  is  really  a  savings  and  you  want  to  save  it  for  when 
you  really  need  it.  Therefore,  you  are  not  going  to  use  it  until  you 
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really  think  it  is  serious  when  you  may  not  have  the  medical  exper- 
tise to  know  that  you  really  need  to  go  and  get  the  check-up? 

Mr.  Kleckner.  It  could  have  that  tendency,  but  I  think  that  is 
again  human  nature  of  being  pennywise  and  pound-foolish.  I  don't 
know  how  you  overcome  different  people's  ideas  on  that.  I  think 
James  Lee  Adams  said  that  if  it  was  all  free  there  are  people  who 
would  go  and  have  a  physical  every  week.  There  are  actually  some 
retired  people,  I  believe,  who  go  to  the  doctor's  office  because  they 
like  the  sociability  of  talking  to  people  in  the  doctor's  office  and 
talking  to  the  doctor.  I  can't  prove  that,  but  when  you  are  over  65 
and  your  health  is  not  too  bad  and  socializing  is  a  very  important 
part  of  your  life,  especially  if  you  would  get  that  when  it  is  free. 

I  don't  know  how  you  overcome  something  like  that. 

The  Chairman.  The  time  of  the  gentleman  has  expired. 

Mr.  Volkmer. 

Mr.  Volkmer.  Thank  you,  Mr.  Chairman. 

First  I  want  to  commend  the  witnesses  here  as  far  as  looking  at 
the  rural  problem  as  far  as  providing  physicians.  For  those  of  us 
from  the  rural  areas,  I  have  already  been  working  with  the  Univer- 
sity of  Missouri  School  of  Medicine.  The  dean  there  is  changing  the 
focus  from  tertiary  care  to  primary  care.  We  are  going  to  be  able 
to  get  more  students  in  for  primary  care  in  the  future.  We  envision 
those  students  are  going  to  come  from  the  rural  areas  and  go  back. 
So  I  agree  with  all  that. 

Mr.  Chairman  and  members  of  this  panel,  in  looking  over  this 
panel  list,  I  want  to  commend  the  chairman  for  this  hearing  and 
everybody  who  had  something  to  do  with  it,  but  there  are  some 
people  who  are  left  out.  Those  are  the  same  people  that  you  have 
left  out — most  of  you.  They  are  the  same  people  who  aren't  going 
to  be  here  all  day  today  to  testify.  They  are  the  only  ones  really 
who  have  the  real  problem. 

Mr.  Bums,  you  have  farmers  out  there  who  are  hired  help.  How 
much  does  that  hired  help  make?  What  is  the  average  wage  for 
that  hired  help  on  an  annualized  basis? 

Mr.  Burns.  Most  of  them  are  anywhere  from  $18,000  to  $22,000, 
somewhere  in  that  range. 

Mr.  Volkmer.  And  how  much  insurance  can  they  purchase? 

Mr.  Burns.  We  provide  the  insurance  for  our  people. 

Mr.  Volkmer.  You  do? 

Mr.  Burns.  Yes. 

Mr.  Volkmer.  You  do  provide  for  all  your  employees? 

Mr.  Burns.  For  the  employees,  but  not  the  families. 

Mr.  Volkmer.  Not  the  dependents? 

Mr.  Burns.  Not  the  dependents. 

Mr.  Volkmer.  Then  they  must  provide  for  their  own  dependents? 

Mr.  Burns.  That  is  correct. 

Mr.  Volkmer.  Then  you  do  better  than  some  others. 

Mr.  Kleckner,  I  looked  at  your  testimony  and  I  don't  find  any- 
thing in  there  as  a  way  that  we  can  take  care  of  these  people  who 
aren't  being  taken  care  of  today.  There  is  not  anything  in  your  tes- 
timony to  do  that. 

Mr.  Kleckner.  Mr.  Volkmer,  you  raise  an  excellent  point.  I  am 
not  sure  I  know  the  answer  but  I  think  I  know  what  the  answer 
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isn't  and  that  is  a  mandate  that  farmers  be  forced  to  pay  that  be- 
cause they  simply  cannot. 

I  think  those  that  believe  they  can  afford  it  are  doing  it.  But  re- 
grettably, in  the  Midwest  where  you  and  I  are  both  from,  where  a 
number  of  farms  with  employees  are  small  and  they  are  not  provid- 
ing it,  it  is  not  because  they  don't  want  to  or  they  don't  think  it 
is  needed.  If  they  are  forced  to  do  this,  they  are  going  to  change 
their  operation  and  get  rid  of  the  employees. 

I  am  not  sure  I  know  the  answer  to  those  people.  When  I  did 
have  farm  employees — I  don't  now — I  did  not  provide  medical  in- 
surance. At  that  point  they  were  able  to  buy  their  own.  It  was  a 
limited  policy,  but  they  did  do  it. 

Mr.  VOLKMER.  You  understand  my  problem.  I  have  looked  at  this 
thing  for  over  4  years  and  have  traveled  extensively  in  my  district. 
I  have  talked  to  farmers  that  are  paying  $7,000  and  $8,000  in  their 
early  sixties.  They  are  too  young  for  Medicare  and  they  have  too 
many  assets  so  they  don't  qualify  for  Medicaid.  They  have  had 
some  health  problems  and  their  insurance  has  gone  sky  high. 

I  look  at  that,  and  then  I  think  about  the  person  who  is  working 
for  them.  If  they  can't  afford  it,  how  is  that  person  going  to  be  able 
to  afford  it?  I  have  a  lot  of  people  in  my  district  that  do  not  have 
health  care  insurance  for  the  simple  reason  that  they  can't  afford 
it,  yet  they  do  not  qualify  for  Medicaid  and  they  are  not  old  enough 
to  be  on  Medicare. 

Then  I  have  the  hospitals  in  my  rural  area  that  do  take  care  of 
those  patients,  and  the  doctors  take  care  of  those  patients,  when 
they  come  in.  They  don't  turn  them  away,  but  they  shift  the  cost 
to  the  paying  persons.  So  we  are  already  paying  for  those  people. 
We  can  do  it  more  efficiently.  Mr.  Kleckner,  surely  if  we  put  our 
heads  together  we  can  find  a  more  efficient  way  to  do  this  than  the 
way  we  are  doing  it  now. 

Mr.  Kleckner.  Mr.  Volkmer,  let  me  say  that  in  the  fourth  para- 
graph of  my  testimony  we  state  that  it  is  in  our  policy  that  we 
favor  direct  governmental  financial  assistance  for  those  who  are 
economically  unable  to  pay  for  health  care  needs.  We  think  that  is 
a  better  way.  If  they  can't  afford  it,  just  provide  them  some  direct 
financial  assistance. 

You  are  right  that  we  all  pay  for  that  anjrway.  It  is  cost-shifting. 
So  they  are  being  provided  for.  Let's  do  it  the  honest  way  and  do 
it  directly. 

Mr.  Volkmer.  And  as  Mr.  Bishop  said,  let's  make  sure  that 
when  they  start  getting  sick  they  go  and  don't  wait  until  they  are 
real  sick  to  go  and  end  up  in  the  hospital.  We  need  to  work  through 
this. 

The  other  thing  that  bothers  me  a  little  bit  about  most  of  the  tes- 
timony here  from  this  panel  is  that  as  far  as  I  am  concerned  we 
can't  just  take  care  of  this  health  care  problem  in  this  country  by 
making  it  affordable  for  everybody  to  pay  for  it  without  doing 
something  about  the  cost  of  health  insurance  and  health  care.  We 
need  to  do  something  on  that  end.  Otherwise  you're  asking  me,  the 
Federal  Grovernment,  to  pay  in — I  have  a  person  back  in  my  district 
who  has  come  up  with  a  grand  plan,  too,  that  gives  everybody  tax 
credits  and  nothing  else. 
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The  insurance  companies  love  it  for  the  simple  reason  that  you 
have  the  Federal  Government  out  there  guaranteeing  that  the  in- 
surance company  can  charge  as  much  as  they  want  and  they  are 
going  to  get  paid.  I  don't  want  that  kind  of  a  plan. 

Do  you  understand  that  it  just  helps  drive  up  the  whole  thing? 
We  need  to  do  something  on  the  other  end.  Do  you  agree  with  that? 

Mr.  Kleckner.  At  least  I  do.  I  can't  speak  for  the  rest  of  the 
panel.  I  think  we  do  need  to  attack  the  cost  end,  but  I  would  sug- 
gest— and  I  don't  think  you're  suggesting  this — if  anybody  suggests 
putting  a  cap  or  ceiling  or  governmental  mandate  on  how  high  it 
can  go — price  controls — I  can't  think  of  a  single  time  in  the  history 
of  this  country  or  the  world  where  price  controls  have  worked  for 
very  long.  You  can  keep  your  fmger  in  the  dike  for  a  little  while, 
but  eventually  something  explodes. 

I  don't  think  you  are  advocating  that,  Mr.  Volkmer,  but  to  any- 
body who  is,  it  will  be  a  failure.  Within  5  years  it  will  be  known 
to  be  a  failure,  in  my  opinion. 

Mr.  Smedsrud.  I  think  one  of  the  things  we  all  need  to  look  at 
is  what  the  States  are  doing.  A  number  of  States  have  developed 
some  programs  that  are  a  combination  of  risk  pools  for  the  medi- 
cally uninsured,  tax  incentive  programs — ^the  State  of  Minnesota 
has  programs  such  as  that,  the  State  of  Wisconsin,  National  Asso- 
ciation of  Insurance  Commissioners,  of  which  I  am  a  consumer  rep- 
resentative, is  looking  at  a  variety  of  model  programs  of  that  na- 
ture. 

The  Federal  Grovernment  doesn't  have  to  provide  all  the  solu- 
tions. The  Federal  Grovernment  can  provide  part  of  the  solutions, 
but  it  also  is  incumbent  upon  the  States  to  continue  to  develop 
these  programs  so  that  there  are  some  tax  incentives  and  premium 
programs  and  Federal/State  matching  programs  that  will  do  some 
of  those  types  of  things. 

Mr.  Volkmer.  I  don't  disagree. 

We  in  Missouri  have  a  similar  program  and  I  have  worked  with 
individuals  out  there  to  get  them  into  it.  But  do  you  know  what 
I  find?  The  costs  are  too  excessive  for  many  of  these  people  to  be 
able  to  get  into  that  high  risk  plan. 

Mr.  Smedsrud.  The  Missouri  plan  doesn't  include  a  cap  on  the 
premiums  that  a  number  of  other  States  have. 

Mr.  Volkmer.  It  does  not. 

Mr.  Smedsrud.  One  of  the  things  States  are  looking  at  that  we 
ought  to  do  is  look  at  margins  in  insurance  companies  and  loss  ra- 
tios in  insurance  companies  and  say  that  we  ought  to  be  moving 
toward  75  percent  and  78  percent  loss  ratios,  which  therefore  re- 
quire less  administrative  dollars,  put  more  dollars  back  in  pre- 
miums, and  help  reduce  costs  in  things  like  risk  pools. 

Mr.  Volkmer.  How  about  these  insurance  companies  that  are 
only  signing  up  people  in  the  25  to  30  age  bracket? 

Mr.  Smedsrud.  I  think  State  laws  are  taking  care  of  that  as  well. 

The  Chairman.  The  Chair  would  like  to  inform  the  gentleman 
that  in  the  opening  statement  the  Chair  mentioned  that  this  was 
the  first  in  a  series  of  these  type  of  hearings.  The  Chair  mentioned 
specifically  farmworkers,  migrant  farmworkers,  and  I  am  sorry  the 
gentleman  missed  it. 

Mr.  Volkmer.  I  apologize,  then. 
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The  Chairman.  No  apologies  needed.  This  is  the  agenda  that  we 
have  for  the  future  so  that  we  can  get  testimony  from  all  segments 
of  rural  America. 

Any  further  questions  of  this  panel? 

Mr.  Gunderson. 

Mr.  Gunderson.  Thank  you,  Mr.  Chairman. 

Actually,  I  have  no  questions.  I  would  like  to  share  a  couple  of 
comments,  having  looked  at  all  your  statements  and  listened  to  the 
questions  and  answers. 

A  number  of  you  recommend  medical  savings  accounts.  I  am  one 
who  supports  the  concept  of  medical  savings  accounts.  But  I  don't 
think  we  should  kid  ourselves  that  that  is  a  big  boon  to  farmers 
in  this  country.  Unless  you  know  farmers  that  have  a  lot  more  cash 
flow  than  any  farmers  I  have  seen  in  western  Wisconsin,  that  is 
not  going  to  be  a  big  help  for  them. 

I  would  like  to  suggest  two  areas  that  I  didn't  find  in  anybody's 
testimony  that  are  absolutely  essential  to  this  issue  of  health  care 
in  rural  America.  The  first  of  those  is  emergency  medical  services. 
I  can  tell  you  that  the  Clinton  administration  has  said  to  me  that 
their  proposal  is  weak  in  terms  of  its  rural  aspects.  They  want  to 
strengthen  that  rather  significantly  during  the  legislative  process. 
One  of  the  things  they  recognize  is  that  we  are  going  to  have  to 
significantly  upgrade  the  whole  emergency  medical  delivery  system 
in  this  country. 

We  are  going  to  have  to  recognize — Congressman  Craig  Thomas 
and  I  have  introduced  legislation  that  says  you  are  going  to  have 
to  redefine  "hospital"  because  the  present  definition  of  hospital, 
which  requires  in-patient  hospitalization,  means  that  most  rural 
areas  have  to  give  up  their  emergency  rooms  if  they  give  up  in-pa- 
tient hospitals.  We  desperately  need  you  people,  as  representatives 
of  rural  agriculture  and  rural  America  to  become  very  involved  in 
that  bill. 

Probably  the  biggest  landmine  in  this  whole  health  care  debate 
that  I  didn't  notice  in  anybody's  testimony  is  this  whole  issue  of 
antitrust.  I  plead  with  you  to  go  back  home  and  read  that  issue 
about  antitrust  and  figure  out  what  the  long-term  implications  of 
that  are  for  rural  America.  In  everybody's  attempt  to  quickly  get 
regional  medical  delivery  systems  that  reduce  capital  and  over- 
head— which  I  am  not  opposed  to — we  are  going  to  set  up  a  process 
not  all  that  different  from  the  airlines  and  deregulation  where  it 
is  all  fine  in  the  implementation  program  and  then  you're  going  to 
see  the  retrenchment. 

I  actually  saw  a  document  that  I  know  is  at  least  a  discussion 
item  in  the  White  House  a  couple  of  weeks  ago  where  they  suggest 
that  we  are  not  going  to  go  to  the  issue  of  price  controls,  global 
budgets,  or  premium  caps  right  now.  But  they  are  going  to  offer 
some  options  down  the  road,  one  of  which  is  to  reduce  capital  over- 
head for  underutilized  health  care  facilities. 

You  need  to  figure  out  what  is  going  to  happen.  You  are  going 
to  have  these  regional  medical  delivery  systems  in  America  that 
are  going  to  initially  make  a  commitment  to  clinics  and  rural  hos- 
pitals while  they  take  all  of  them  over  as  a  feeder  system.  Then 
all  of  a  sudden  this  plan  is  going  to  be  in  effect  and  they  are  going 
to  say,  "Now,  because  of  our  efforts  to  hold  down  the  increase  in 
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health  care,  we  need  to  make  retrenchments."  They  are  going  to 
cancel  all  those  smalltown  clinics  and  smalltown  hospitals  because 
they  will  have  already  designed  the  feeder  system  and  there  won't 
be  any  competition.  They  will  have  captured  you. 

If  this  issue  of  access  to  health  care  is  important  to  rural  Amer- 
ica, we  need  to  demand  that  this  issue  of  antitrust  be  a  two-way 
street  and  that  there  be  some  guarantees  to  service  and  access  or 
it  doesn't  matter  what  we  talk  about  in  health  care.  You  can  give 
everybody  all  the  insurance  you  want  to.  If  there  is  no  facility 
there,  it  doesn't  matter. 

I  plead  with  you  all.  There  are  a  couple  of  points  here  that  have 
not  been  mentioned  that  I  think  are  essential  from  a  rural  perspec- 
tive. 

Thank  you  all,  and  thank  you,  Mr.  Chairman. 

The  Chairman.  The  Chair  thanks  the  gentleman. 

Mr.  Stenholm. 

Mr.  Stenholm.  Thank  you,  Mr.  Chairman. 

I  commend  you  for  holding  this  first  in  a  series  of  hearings  be- 
cause there  is  no  more  important  subject  for  rural  America  than 
the  subject  being  addressed,  and  no  greater  challenge  that  we  have 
in  seeing  how  we  come  up  with  the  correct  answers  as  to  how  we 
improve  the  accessibility  of  health  care  in  rural  America.  It  is 
something  on  which  we  have  been  working  for  quite  some  time. 

I  have  been  fascinated,  Dr.  Adkisson,  by  your  proposal  ever  since 
I  first  became  aware  of  it.  I  happen  to  believe  that  this  idea  of  tak- 
ing a  look  at  diet,  of  taking  a  look  at  the  products  farmers 
produce — some  of  the  things  that  we  have  always  known,  that  a 
good  healthy  diet  is  one  of  the  better  disease  prevention  and  health 
cost  preventive  measures  anyone  could  take. 

In  the  proposal  you  are  making,  you  have  focused  on  the  very 
real  facts  that  we  can  take  the  good  parts  of  fruits  and  vegetables 
and  make  them  better,  we  stand  the  possibility  of  taking  the  bad 
parts  and  taking  them  out  and  making  it  better.  That  is  fascinat- 
ing. That  is  something  that  I  think  must  be  included  in  the  health 
system  reform  effort.  It  is  a  concrete  positive  role  that  agriculture 
can  play. 

Do  you  have  any  information  regarding  what  kind  of  long-term 
savings  might  accrue  as  a  result  of  better  diets  and  better  nutri- 
tion? 

Mr.  Adkisson.  I  can't  answer  that,  Congressman  Stenholm.  I  can 
tell  you  that  when  we  began  to  talk  about  this  within  the  Texas 
A&M  University  System,  I  went  to  our  group  health  insurance  of- 
fice and  asked:  What  does  it  cost  us  in  our  pool  for  every  person 
that  has  colon  cancer  or  breast  cancer?  The  answer  was  that  for 
surgery  and  follow-up  care  costs  range  between  $100,000  and 
$200,000  per  patient. 

I  asked  about  bypass  surgery  or  angioplasty.  That  used  to  be  a 
$50,000  to  $75,000  operation.  It  now  costs  $20,000  plus.  The  big- 
gest cost  our  employees  have  in  our  system  is  the  escalating  health 
care  costs. 

All  you  have  to  do  is  go  to  your  mall  on  Saturday  and  you  see 
what  is  happening  with  our  diets  and  preventive  medicine  in  this 
country.  You  see  all  these  people  who  are  grossly  obese,  including 
kids.  We  need  to  start  with  the  school  lunch  program  and  the  food 
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stamp  program,  trying  to  get  people  to  eat  better  diets.  We  could 
save  enormous  costs  on  cardiovascular  disease.  This  is  already 
proven.  Now  we  know  that  we  can  make  great  savings  on  diseases 
such  as  breast,  colon,  and  prostate  cancers,  three  of  the  biggest 
causes  of  death  in  the  country. 

Mr.  Stenholm.  I  don't  think  there  is  any  question  about  that.  I 
have  been  fascinated  in  my  new  role  as  chairman  of  the  Depart- 
ment, Operations,  and  Nutrition  Subcommittee,  which  is  the  food 
stamp  committee,  the  school  lunchroom  committee,  the  technology 
committee — the  one  that  has  to  deal  with  those  that  would  elimi- 
nate technology  from  agriculture  that  has  given  us  this  abundant 
food  supply. 

I  have  had  a  pediatrician  from  Boston,  Massachusetts  say  the 
exact  same  words  that  you  just  said.  Dr.  Adkisson,  concerning  her 
"children"  in  the  inner-cities  of  Boston  and  the  problems  of  better 
nutrition.  If  the  cost  of  food  goes  up,  the  availability  goes  down. 

I  also  appreciated  very  much,  Mr.  Kleckner,  your  comment  re- 
garding Mr.  Volkmer's  question.  I  have  taken  to  asking  every  audi- 
ence I  speak  to  of  late.  If  you  and  your  spouse,  both  working  at 
minimum  wage,  attempting  to  raise  a  family  of  four,  working  at 
least  40  hours  a  week  at  or  about  minimum  wage,  could  you  feed 
your  family,  clothe  your  family,  house  your  family,  educate  your 
family,  and  buy  insurance  at  current  market  rates? 

The  answer  is  no.  I  see  no  heads  in  the  audience  shaking  yes. 

Therefore  we  have  come  now — some  grudgingly  and  not  saying  it 
is  a  perfect  program — accepting  the  food  stamp  program  as  being 
something  that  is  necessary  just  as  we  justify  support  prices  for 
farmers  in  an  international  marketplace. 

I  agree  with  you.  I  think  we  are  going  to  have  to  look  at  the 
same  concept  as  we  provide  health  care  in  rural  areas  where  we 
are  forced  through  the  "international  marketplace"  to  compete  at 
levels  at  which  we  cannot  do  with  the  current  market  structure 
that  is  present  all  over  the  United  States.  We  must  use  our  ingenu- 
ity. And  no  one  has  come  up  with  the  perfect  answer  as  of  yet,  but 
we  need  some  way  to  compensate  the  individual — particularly 
those  who  work. 

I  find  it  extremely  ironic,  Mr.  Chairman,  in  this  country  that  you 
have  individuals  who  lose  their  insurance  because  they  lose  their 
job  or  they  lose  their  insurance  because  their  business  goes  bank- 
rupt and  then  they  can't  buy  it  again  because  in  the  meantime 
there  has  been  a  serious  illness  occur  within  the  family.  We  all 
agree  that  is  wrong  and  that  we  need  to  correct  that. 

Perhaps  even  more  ironic  is  that  we  find  that  if  you  take  a  job 
you  lose  your  insurance  because  if  you  are  a  single  parent — right 
now  Medicaid  mothers — and  you  take  a  job  you  lose  your  Medicaid 
protection  because  you  make  $1  too  much.  Not  a  one  of  you  at  that 
table  would  take  a  job  under  those  circumstances,  but  yet  we  criti- 
cize people  for  staying  on  the  welfare  program. 

My  final  question  on  which  I  don't  expect  an  answer  today,  but 
I  would  like  to  challenge  the  panel  to  help  us — Mr.  Roberts  and  I 
have  the  pleasure  of  chairing  the  Rural  Health  Care  Coalition.  We 
are  looking  for  ideas  and  ways  that  we  can  improve  what  the  role 
of  the  Government  should  be — or  should  there  be  any — in  rural 
communities.  Many  of  you  have  suggested  many  things  the  Federal 
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Government  can  do  to  provide  better  accessibility.  How  do  we  pro- 
mote the  cooperative  effort  necessary  to  provide  the  health  benefits 
to  rural  areas? 

Really,  if  you  can,  work  with  this  committee  in  thinking  of  spe- 
cific ways  that  the  Government  can  do  things  with  us.  I  think  that 
is  going  to  be  the  most  critical.  I  am  already  seeing  it  happen  in 
my  district.  We  are  having  cooperation  without  Government  inter- 
ference. Rural  areas  are  seeing  their  problem  and  figuring  out  how 
to  solve  it. 

I  think  we  can  do  a  few  things  in  this  health  system  reform  that 
will  help  make  it  work  much  better.  We  look  forward  to  working 
with  you  on  those. 

The  Chairman.  The  Chair  thanks  the  gentleman. 

The  Chair  will  declare  a  10-minute  recess.  I  would  ask  the  wit- 
nesses that  if  you  could  remain  we  would  appreciate  it.  Other 
members  still  have  some  questions.  We  will  recess  for  approxi- 
mately 10  minutes. 

[Recess  taken.] 

The  Chairman.  The  committee  will  be  in  order. 

I  understand  that  Mr.  Kleckner,  Mr.  Adkisson,  and  Mr.  Adams 
must  leave.  If  the  other  members  of  this  panel  will  kindly  take 
their  seats. 

If  there  is  a  member  who  has  a  question  to  any  of  the  remaining 
members  of  the  panel,  I  will  recognize  you  at  this  point. 

Mr.  Pomeroy. 

Mr.  Pomeroy.  Thank  you,  Mr.  Chairman,  for  convening  this 
hearing  today. 

The  witnesses  in  panel  after  panel  are  simply  excellent  and  rep- 
resent, I  think,  leading  insights  in  their  various  areas. 

I  used  to  be  a  State  insurance  commissioner.  I  was  president  of 
the  NAIC  and  I  am  pleased  that  you  are  involved  in  an  advisory 
capacity  in  that  respect.  I  have  watched  this  system  very  closely. 
I  represent  one  of  the  most  rural  States  in  the  country,  North  Da- 
kota. So  I  have  some  feel  for  how  the  present  system  has  fallen 
short  in  providing  coherent  and  quality  service  in  meeting  the  long- 
term  rural  health  needs  of  North  Dakota.  I  see  problems  in  the  fol- 
lowing areas:  Tax  discrimination  against  self-employed — which  I 
think  each  of  you  mentioned  in  your  statements — and  insurance 
underwriting,  which  particularly  hits  those  that  are  insured  in 
small  groups  or  self-insuring  and  therefore  are  subject  to  the  un- 
derwriting requirements. 

I  believe  there  are  serious  problems  in  the  medical  care  delivery 
as  well.  We  have,  I  am  afraid,  representatives  in  the  provider  com- 
munity in  North  Dakota — certainly  a  minority — that  believe  that 
rural  health  needs  are  best  served  by  building  regional  trauma  cen- 
ters accessible  in  a  few  hours  time  from  the  most  remote  areas  of 
the  State.  That  falls  far  short  of  keeping  primary  care  services  out 
in  the  communities. 

The  unfolding  trend  we  see  is  that  people  are  driving  by  primary 
care  services  in  their  communities  and  driving  into  regional  medi- 
cal centers  and  directly  accessing  medical  specialists,  regardless  of 
whether  or  not  they  actually  need  a  specialist  for  their  medical  con- 
dition or  not.  I  think  unfettered  fee-for-service  medicine  encourages 
that.  In  fact,  the  elaborate  and  incredibly  expensive  marketing  ef- 
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forts  you  see  coming  out  of  the  regional  providers  certainly  exacer- 
bate that  trend. 

So  I  would  say  that  particularly  as  we  scratch  our  heads  and 
worry  about  reform  proposals  it  would  be  hard  to  imagine  a  system 
that  has  served  the  most  rural  parts  of  this  country  any  worse  than 
what  we  have — particularly  looking  forward. 

Would  any  of  you  take  issue  with  a  basic  premise  that  things 
must  change  or  rural  health  care  will  continue  to  deteriorate  rather 
dramatically  in  the  years  ahead? 

Mr.  Smedsrud.  I  wouldn't  take  issue  in  the  slightest.  Things 
must  change.  The  things  that  we  believe  need  to  be  done  is  to  rec- 
ognize the  local  solutions  that  can  be  done.  North  Dakota  has  been 
on  the  forefront  of  a  number  of  those  with  Rugby,  North  Dakota, 
with  some  HMO  planning  programs  and  Lutheran  Hospital  Sys- 
tems reaching  out. 

Many  of  the  things  that  NAIC  is  looking  at — and  many  of  the 
things  the  States  can  do — are  the  very  things  that  are  in  Repub- 
lican and  Democrat  proposals,  are  part  of  the  transition  proposals 
in  the  President's  plan,  and  those  are  the  types  of  things  that  will 
address  many  of  those  inequities  and  will  also  begin,  I  believe,  to 
start  to  recognize  that  rural  areas  are  indeed  unique  and  need  to 
have  some  special  attention. 

Mr.  POMEROY.  I  don't  think  any  of  them  deal  with  provider  cost 
issues.  I  think  that  without  addressing  provider  cost  issues  you 
have  lost  a  round  at  the  heart  of  the  problem. 

Mr.  Smedsrud.  Let  us  allow  the  local  communities  to  deal  with 
provider  cost  problems.  What  you  are  seeing  in  some  local  commu- 
nities is  communities  themselves  starting  to  recognize  the  cost 
issue  and  starting  to  educate  people  about  keeping  health  care  lo- 
cally. I  don't  think  that  farmer  in  Red  Wing,  Minnesota,  who  de- 
cides to  go  to  Fargo  or  take  the  big  trip  down  to  Minneapolis  con- 
sciously thinks  about  the  fact  that  he  is  eroding  part  of  his  eco- 
nomic base  in  his  little  town  when  he  is  doing  that. 

I  think  part  of  that  education  process  has  to  take  place  locally. 
It  is  very  difficult,  in  my  view,  to  solve  the  provider  cost  problems 
exclusively  nationally  or  exclusively  State.  It  must  start  and  re- 
main an  essentially  local  solution. 

Mr.  POMEROY.  I  worry  a  great  deal  about  a  one-size-fits-all  fash- 
ioned in  Washington,  DC  for  rural  North  Dakota.  However,  I  don't 
think  we  have  enough  time  anymore  to  let  local  communities, 
moved  by  the  spirit  or  necessity,  fashioning  somehow  a  patchwork 
but  comprehensive  response.  It  is  not  going  to  happen.  We  may 
have  anecdotal  evidence,  but  not  comprehensive  evidence.  I  would 
be  interested  in  your  view. 

Mr.  Burns.  Yes,  we  have  some  of  the  same  problems  in  our  rural 
area  of  North  Carolina.  We  are  right  on  the  North  Carolina/South 
Carolina  line.  We  have  good  medical  centers  in  North  Carolina,  but 
they  are  all  100  miles  from  where  we  live.  We  have  struggled  with 
this  issue  at  our  local  hospital. 

The  DRG's  indigent  care  write-off  at  our  local  hospital  is  running 
right  at  40  percent.  That  is  tough  to  deal  with.  But  we  have  contin- 
ued to  fight  it  in  that  we  have  done  a  lot  in  promoting  our  hospital, 
getting  our  people  to  stay  in  town,  letting  us  bring  in  some  of  the 
more  popular  specialists,  and  by  doing  that  we  now  have  a  good 
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community  hospital.  We  fight  it  every  day  in  order  to  keep  that. 
That  is  not  to  say  that  we  don't  have  to  go  out  of  town  for  many 
of  the  major  areas,  though. 

Ms.  Danielson.  I  agree  with  you  that  regional  trauma  centers 
are  not  the  solution.  They  may  take  care  of  some  things,  but  they 
certainly  aren't  going  to  do  anything  to  emphasize  preventive  care. 
I  know  that  you  are  aware  that  our  members  were  just  in  your 
State  for  their  annual  convention.  Health  care  was  such  a  big  issue 
there. 

You  might  also  be  aware  that  they  very  strongly  supported  single 
payer,  but  they  also — like  many  of  the  provisions  in  the  President's 
plan  which  we  think  do  address  needs  for  rural  areas — ^you  men- 
tioned unfettered  fee-for-service  as  a  problem  which  could  actually 
increase  costs.  We  note  that  many  of  our  members  have  raised  that 
same  concern.  But  they  note  that  in  the  President's  plan  certainly 
the  fee-for-service  is  not  free  and  in  fact  users  do  have  to  pay  a 
part  of  that  cost.  We  think  they  should  pay  enough  of  the  cost  so 
that  they  are  not  going  to  be  out  there  just  running  to  the  doctor 
every  time  they  have  some  little  need  that  doesn't  need  a  physician 
to  treat. 

Mr.  POMEROY.  In  closing,  Mr.  Chairman,  I  think  the  statements 
really  point  to  areas  that  represent  a  very  good  start  on  health  care 
reform,  areas  that  are  really  reflected  in  many  of  the  health  care 
reform  proposals.  Hopefully  we  can  take  those  and  build  upon 
them.  I  can  only  challenge  you  that  maybe  they  don't  go  quite  far 
enough  in  where  we  step  after  that. 

The  Chairman.  The  Chair  thanks  the  gentleman. 

Mr.  Glickman. 

Mr.  Glickman.  Thank  you,  Mr.  Chairman. 

This  has  been  a  useful  panel,  but  I  am  trying  to  figure  out  what 
the  peculiar  health  problems  are  that  rural  America  faces.  We  tend 
to  talk  about  these  issues  too  much  in  the  tone  of  what  the  delivery 
system  should  look  like,  but  I  am  trying  to  figure  out — if  I  am  out 
there  and  if  I  need  help  I  am  less  concerned  initially  what  the 
exact  delivery  system  looks  like,  but  I  do  want  to  know  how  it  is 
going  to  deal  with  peculiar  health  problems. 

I  am  going  to  run  through  a  list  of  these.  I  want  to  see  whether 
you  agree  or  whether  I  have  left  anything  out. 

Because  rural  America  tends  to  have  far  fewer  large  companies 
or  associations  of  people,  you  tend  to  find  insurance  rates  higher 
in  rural  America  because  there  is  not  the  pooling  available  that 
there  would  be  if  you  were  working  for  a  large  company  that  has 
the  opportunity  to  have  5,000  or  10,000  employees  together  in  a 
pool.  The  pooling  in  rural  America  has  been  less  extensive  result- 
ing in  generally  higher  costs  of  insurance  coverage.  Of  course,  with 
the  deductibility  problem  for  the  self-insured,  it  exacerbates  that. 

Second,  partly  because  of  that  you  have  a  large  group  of  the  pre- 
Medicare  age,  50  to  65,  the  time  that  people  tend  to  have  health 
problems.  They  are  getting  a  little  fat,  the  cholesterol  goes  up,  the 
arteries  begin  to  shrink  a  little  bit,  the  other  afflictions  of  aging 
happen.  When  you  don't  have  the  pooling,  those  people  who  often 
have  individual  or  small  group  coverage  tend  to  even  see  an  exacer- 
bated higher  cost  rate  because  they  are  the  ones  that  are  suffering 
the  first  heart  attacks  or  other  kinds  of  medical  problems. 
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So  the  pre-Medicare  age — which  is  troublesome  for  anybody,  par- 
ticularly if  you  have  lost  your  job  and  don't  have  coverage — is  par- 
ticularly acute  in  rural  America  where  there  is  not  the  pooling  in 
order  to  keep  the  basic  costs  of  health  care  down.  If  you  are  out 
in  Pratt,  Kansas  or  Garden  City,  Kansas  and  you  are  an  individual 
farmer  and  you  are  57  years  old  and  you  suffer  your  first  heart  at- 
tack and  you  don't  belong  to  some  very  large  group,  you  are  going 
to  see  your  premiums  go  up  to  $1,000  a  month  the  next  year  after 
that  maybe. 

Third  is  the  availability  of  primary  care,  often  also  specialty  care, 
when  there  are  not  the  numbers  of  providers  to  get  you  the  kind 
of  service  you  can  get  in  larger  cities.  I  have  talked  to  Dr.  Cox  from 
Kansas  and  he  is  going  to  talk  a  little  bit  about  telemedicine  and 
how  this  can  deal  with  that  particular  area. 

I  have  given  basically  three  problems  here:  Cost,  the  lack  of  pool- 
ing, medical  problems  in  the  pre-Medicare  age  and  how  that  exac- 
erbates the  costs  rather  dramatically,  and  the  availability  of  pri- 
mary care. 

Have  I  pretty  much  outlined  some  of  the  major  problems  here? 
Have  I  misstated  them?  Are  there  others  that  I  should  have  stated? 

Mr.  Burns.  That  is  certainly  reality  in  my  part  of  the  country, 
the  things  you  have  outlined.  You  have  hit  it  right  on  the  nose. 

Mr.  Smedsrud.  I  would  tend  to  agree  that  those  are  key  issues. 
The  other  issue  that  I  think  is  important  is  that  primary  care  phy- 
sicians— our  doctors  are  older,  are  paid  less,  and  are  harder  to  get 
out  there. 

Regarding  a  couple  of  points  you  made,  insurance  rates  may  in- 
deed be  higher  in  some  instances  and  basic  medical  costs  are  less. 
Although  pooling  had  not  been  prevalent  over  the  last  5  to  10 
years,  the  last  2  to  3  years  you  are  seeing  a  lot  of  association 
groups  and  other  large  pooling  plans.  Kansas,  for  example,  says 
that  association  plans  must  take  all  comers.  So  they  are  starting 
to  do  that.  They  put  some  limits  in  the  State  of  Kansas  in  how 
much  your  rates  can  go  up  if  you  are  a  farmer  or  a  self-employed 
person  and  you  have  a  heart  attack. 

Some  of  those  types  of  issues  are  starting  to  be  solved,  but  one 
of  the  ways  you  do  that  is  to  encourage  pooling  and  to  do  it  locally 
and  to  allow  associations  and  others  to  do  those  things. 

Mr.  Glickman.  I  do  think  we  have  to  focus  on  the  unique  health 
problems  of  rural  America  before  you  can  then  design  a  delivery 
system  that  affects  those  people. 

Ms.  Danielson.  I  agree  with  your  comments.  Something  that  I 
noticed  when  I  was  traveling  in  Kansas  was  that  there  was  a  big 
concern  about  loss  of  hospitals.  We  talked  to  one  community  where 
they  had  put  together  a  community  board  of  people  to  try  to  figure 
out  how  to  keep  their  hospital.  Another  hospital  in  a  neighboring 
area  showed  us  how  much  cost-shifting  they  had  to  do  just  to  keep 
the  doors  open  because  they  had  a  high  percentage  of  Medicare  and 
Medicaid  patients.  Of  course,  all  of  that  ends  up  on  the  few  remain- 
ing private  pay  people. 

Those  are  additional  problems  I  would  add. 

Mr.  Glickman.  Trying  to  get  to  the  solutions,  then,  it  strikes  me 
that  you  do  have  to  deal  with  this  issue  of  encouraging  group  rat- 
ing wherever  you  can  through  pooling  arrangements.  Whether  that 
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is  done  through  the  President's  program  of  mandatory  alliances  or 
whether  it  is  done  through  voluntary  alliances  or  whether  it  is 
done  in  some  other  form,  ultimately  you  need  to  get  all  these  peo- 
ple into  an  arrangement  where  they  can  get  their  per  unit  costs 
down.  The  only  way  you  are  going  to  do  that  is  to  have  a  large 
enough  group  so  that  they  can  actuarially  smooth  out  the  rough 
edges  there. 

In  terms  of  primary  physicians,  it  does  strike  me  that  with  fiber 
optics  and  the  new  technology  of  medicine  you  ought  to  be  able  to 
provide  a  delivery  system  that  better  deals  with  people  who  live  in 
geographically  hard-to-get-to  areas. 

I  am  saying  that  I  think  this  has  been  useful.  I  have  not  seen 
any  one  of  the  particular  plans  being  offered  that  specifically  tar- 
gets these  problems.  We  are  too  hung  up  on  whether  it  is  single 
payer  or  not  single  payer.  We  are  too  hung  up  on  whether  the  alli- 
ances are  mandatory  or  voluntary  and  not  enough  hung  up  on  how 
the  solution  directs  itself  to  people's  health  needs  in  rural  America. 

I  must  tell  you  that  I  think  in  largely  populated  areas  the  oppor- 
tunity for  service  is  just  inherently  much  greater  than  it  is  in  very 
sparsely  populated  areas. 

I  appreciate  your  testimony  very  much  and  look  forward  to  your 
continued  input. 

The  Chairman.  If  there  are  no  further  questions,  we  thank  the 
members  of  the  panel.  We  appreciate  your  being  here  and  your  con- 
tribution. I  assure  you  it  will  be  very  valuable  to  us  and  to  the 
committees  we  forward  them  to. 

In  our  next  panel,  we  have  Dr.  Sam  Cordes,  head,  department 
of  agricultural  economics  and  director  of  the  center  for  rural  com- 
munity revitalization  and  development.  University  of  Nebraska, 
Lincoln,  Nebraska,  on  behalf  of  the  Rural  Policy  Research  Institute, 
accompanied  by  Dr.  Andrew  F.  Cobum,  University  of  Southern 
Maine;  Dr.  Robert  A.  Crittenden,  University  of  Washington;  Dr.  J. 
Patrick  Hart,  Northern  Wisconsin  AHEC,  Incorporated;  Dr.  Keith 
J.  Mueller,  University  of  Nebraska  Medical  Center;  Dr.  Wayne  W. 
Myers,  University  of  Kentucky  Center  for  Rural  Health;  and  Dr. 
Thomas  C.  Ricketts  III,  University  of  North  Carolina-Chapel  Hill. 

You  may  take  your  seats,  gentlemen. 

I  understand  that  Dr.  Cordes  will  speak  for  the  group  and  then 
the  group  will  be  available  for  questions.  But  if  any  of  you  have  an 
item  you  would  like  to  mention,  feel  free  to  do  so. 

Dr.  Cordes. 
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STATEMENT  OF  SAM  CORDES,  HEAD,  DEPARTMENT  OF  AGRI- 
CULTURAL ECONOMICS,  AND  DIRECTOR,  CENTER  FOR 
RURAL  COMMUNITY  REVITALIZATION  AND  DEVELOPMENT, 
UNIVERSITY  OF  NEBRASKA,  ON  BEHALF  OF  THE  RURAL 
POLICY  RESEARCH  INSTITUTE;  ACCOMPANIED  BY  ANDREW 
F.  COBURN,  UNIVERSITY  OF  SOUTHERN  MAINE;  ROBERT  A. 
CRITTENDEN,  M.D.,  UNIVERSITY  OF  WASHINGTON;  J.  PAT- 
RICK HART,  NORTHERN  WISCONSIN  AHEC,  INC.;  KEITH  J. 
MUELLER,  UNIVERSITY  OF  NEBRASKA  MEDICAL  CENTER; 
WAYNE  W.  MYERS,  M.D.,  UNIVERSITY  OF  KENTUCKY  CENTER 
FOR  RURAL  HEALTH;  AND  THOMAS  C.  RICKETTS  III,  UNI- 
VERSITY OF  NORTH  CAROLINA-CHAPEL  HILL 

Mr.  CORDES.  Thank  you,  Mr.  Chairman. 

I  am  here  on  behalf  of  the  Rural  Policy  Research  Institute,  a 
multiuniversity  consortium  designed  to  bring  the  best  objective 
science  we  can  to  a  variety  of  issues  facing  the  problems  in  rural 
areas. 

One  of  the  areas  RUPRI  has  concentrated  on  during  much  of  the 
last  8  months  is  health  reform  and  health  reform  legislation.  What 
we  have  done  is  to  undertake  a  critical  and  qualitative  critique  and 
analysis  of  the  estimated  impacts  of  different  legislative  proposals 
on  six  issues  of  special  concern  to  rural  America:  One,  the  avail- 
ability of  appropriate  rural  providers;  two,  the  availability  of  appro- 
priate rural  facilities;  three,  the  integration/coordination  of  the 
rural  health  care  system;  four,  rural  influence,  involvement,  and 
representation;  five,  cost  control/reimbursement  mechanisms;  and 
six,  the  scope  of  insurance  coverage. 

Answers  to  these  six  questions  were  generated  by  a  seven-mem- 
ber panel  of  rural  health  experts.  You  have  before  you  our  fairly 
extensive  report,  which  we  would  like  to  submit  for  the  official 
record. 

The  Chairman.  Without  objection,  your  prepared  statement  will 
appear  in  the  record. 

Mr.  CORDES.  Before  turning  to  the  panel  to  answer  any  questions 
you  may  have,  I  would  like  to  make  several  general,  but  quite  im- 
portant and  critical,  observations  and  to  share  those  with  you — ob- 
servations we  have  made  in  the  course  of  doing  our  analysis  over 
the  past  several  months. 

First,  from  the  rural  perspective,  much  of  the  current  national 
debate,  including  the  all-too-familiar  television  sound-bites,  simply 
misses  the  boat  from  the  rural  perspective.  For  example,  the  debate 
over  consumer  choice  presupposes  the  luxury  of  having  an  array  of 
providers  and  facilities  from  which  to  choose.  Similarly  a  debate 
over  benefit  packages  is  totally  meaningless  if  the  benefits  covered 
are  unavailable  in  the  area  in  which  one  lives. 

Given  our  assessment  that  much  of  the  health  reform  debate 
misses  the  boat,  then  what  is  the  boat?  The  boat,  from  the  rural 
perspective,  is  to  focus  on  the  supply  side,  if  you  will,  and  to  criti- 
cally evaluate  how  the  various  dynamics  of  health  reform  and  spe- 
cific legislative  provisions  will  affect  the  supply  of  rural  services. 

Thinking  carefully  about  the  supply  of  rural  services,  the  RUPRI 
panel  has  found  it  useful  to  highlight  the  importance  of  three 
items:  First,  health  personnel,  its  availability,  and  its  geographic 
distribution;  second,  the  physical  infrastructure  such  as  hospitals, 


57 

long-term  care  facilities,  emergency  services,  and  the  like;  and 
third,  sustainability.  Much  of  the  rural  health  care  system  is  frag- 
ile and  will  require  considerable  and  continual  nurturing  and  vigi- 
lance. 

Let  me  make  several  observations  related  to  these  three  points. 

One,  these  three  components  are  obviously  interrelated.  They  are 
mutually  reinforcing,  and  they  need  to  be  addressed  and  monitored 
simultaneously.  The  absolutely  essential  prerequisites  for  the  fu- 
ture long-term  viability  of  the  rural  health  care  system  are  a  sub- 
stantial expansion  in  the  national  supply  of  primary  care  physi- 
cians, especially  family  practitioners,  and  programs  and  incentives 
to  alter  the  geographic  distribution  of  these  physicians. 

The  need  for  a  substantial  increase  in  primary  care  physicians 
has  become  even  more  critical,  given  the  recent  increase  in  com- 
petition for  primary  care  physicians  from  urban-based  managed 
care  plans.  For  example,  it  is  quite  conceivable  that  many  existing 
rural  physicians  will  be  enticed  to  leave  their  practice  for  urban- 
based  emplo3mient  packages  that  provide  both  a  shorter  and  more 
predictable  work  schedule,  as  well  as  a  guaranteed  and  more  lucra- 
tive income  level. 

This  will  likely  happen  in  the  absence  of  reform.  Nevertheless, 
certain  aspects  of  reform  can  either  accelerate,  or  reverse,  this 
trend. 

On  a  related  note,  given  the  limited  supply  of  primary  care  phy- 
sician and  the  increased  competition  for  them  from  the  urban- 
based  managed  care  programs,  the  effectiveness  of  nonphysician 
providers — nurse  practitioners,  physician  assistants,  certified  nurse 
midwives,  and  others — ^becomes  more  important  than  ever.  From 
the  rural  perspective,  these  critical  concerns  regarding  the  supply 
and  distribution  of  appropriate  rural  care  physicians  and 
nonphysician  providers  must  be  adequately  addressed  as  part  of 
the  health  reform  debate.  The  RUPRI  panel  of  experts  we  have 
here  with  us  can  provide  some  specific  ideas  to  you  as  to  how  this 
might  be  done. 

With  respect  to  physical  infrastructure,  the  critical  rural  issues 
include  reimbursement  mechanisms;  levels  and  types  of  methodol- 
ogy; the  impact  on  facilities  of  financing  health  reform  from  Medi- 
care savings;  and  the  advisability  and  timing  of  eliminating  Medi- 
care disproportionate  share  payments  to  rural  hospitals.  Again, 
this  panel  of  rural  health  experts  will  be  prepared  to  provide  spe- 
cific insights  and  respond  to  specific  questions  on  these  important 
considerations. 

We  also  want  to  call  your  attention  to  the  critical  need  for  long- 
term  sustainability.  Even  where  services  do  exist,  they  often  rest 
on  a  precarious  financial  base  and  have  a  limited  capacity  to  adjust 
to  change,  especially  changes  that  are  driven  by  the  very  under- 
standable zeal  to  control  national  health  care  expenditures. 

Networks  and  systems  development  are  one  response  to  these 
types  of  environmental  pressures,  but  such  developments  involve 
many  internal  and  external  barriers.  Technical  assistance  and  se- 
lective grant  programs,  and  possible  changes  in  antitrust  statutes, 
can  help  provide  a  foundation  and  environment  in  which  appro- 
priate rural  services  can  be  provided  on  a  cost-effective  and  sus- 
tainable basis. 
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Perhaps  even  more  important,  is  the  need  for  expanded,  and  pos- 
sibly universal,  health  care  coverage  to  provide  the  financial  where- 
withal to  provide  long-term  sustainability  and  support  for  the  rural 
health  care  system.  Again,  the  panel  is  here  to  answer  specific 
questions  on  all  of  the  major  principles  we  have  identified  and  ob- 
served as  we  have  analyzed  various  legislative  proposals  over  the 
past  several  months. 

[The  prepared  statement  of  Mr.  Cordes  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you  very  much.  Doctor. 

Are  there  any  questions? 

Mr.  VOLKMER.  I  first  wanted  to  commend  the  panel.  I  am  assum- 
ing that  this  is  objective  and  that  there  is  very  little  subjectivity 
in  here.  Is  that  correct? 

Mr.  Cordes.  It  is  our  intent  to  be  objective  in  our  analysis.  We 
don't  represent  any  particular  advocacy  group  or  interest. 

Mr.  VOLKMER.  So  you  are  not  pushing  any  certain  bill  or  provi- 
sion up  here? 

Mr.  Cordes.  That  is  correct. 

Mr.  VOLKMER.  I  think  this  is  probably  the  most  objective  thing 
we  are  going  to  have  today.  I  haven't  had  time  to  read  it  all.  I  have 
read  through  parts  of  it  and  I  find  it  very  worthwhile.  In  fact,  I 
think  every  Member  of  Congress  should  study  it  before  we  decide 
which  way  we  are  going  to  go. 

I  quite  agree  with  you.  I  tell  my  people  out  there  all  the  time, 
"I  don't  care  what  we  do  in  health  care  reform  if  we  don't  have  doc- 
tors and  hospitals  because  it  won't  do  us  any  good."  Same  conclu- 
sion. 

Mr.  Cordes.  Exactly. 

Mr.  VoLKMER.  So  we  need  to  make  it  so  that  we  have  those  peo- 
ple out  there  if  we  are  going  to  have  health  care. 

I  have  no  questions.  I  think  this  is  a  study  that  all  of  us  can  use 
and  utilize. 

The  Chairman.  The  Chair  thanks  the  gentleman. 

Mr.  Roberts. 

Mr.  Roberts.  Thank  you,  Mr.  Chairman. 

I  would  simply  say  that  objectivity  is  in  the  eyes  of  the  beholder. 
I  thank  the  panel  for  their  extremely  comprehensive  study  here. 
The  only  comment  I  would  make  is  that  I  have  a  little  problem 
with  the  chart.  I  understand  that  you  used  to  have  arrows  and  now 
you  have  some  specifics  as  you  list  the  various  bills  and  we  talk 
about  the  availability  of  providers,  facilities,  and  the  integration  of 
the  plan,  the  fiscal  climate,  et  cetera,  et  cetera. 

We  used  to  have  arrows  and  now  we  have  no  change,  limited  in- 
crease, increase,  et  cetera,  et  cetera.  I  know  you  are  doing  this  with 
numbers  and  with  what  I  would  refer  to  as  a  very  expert  attempt, 
from  an  academic  standpoint,  to  address  this.  Let  me  just  deal  with 
the  availability  of  rural  facilities  under  the  President's  plan. 

I  am  taking  it  for  granted  that  you  have  taken  a  look  at  the 
President's  plan  from  the  essential  community  provider  stand- 
point— that  would  be  increased — the  public  health  clinic  stand- 
point, the  community  health  center  standpoint,  and  the  migrant 
health  center  standpoint. 
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We  have  gone  through  this  as  we  have  tried  to  put  together  a 
Republican  plan.  The  advocates  of  all  four  of  these  kinds  of  facili- 
ties presented  their  case.  But  you  don't  include  Medicare-depend- 
ent hospitals  or  sole  provider  hospitals.  I  have  80  hospitals  in  my 
district  with  50  beds  or  less.  I  have  60  hospitals  in  Kansas  that  are 
Medicare  dependent.  We  have  four  that  are  essential  community 
providers. 

Under  the  Clinton  plan,  we  cut  $180  billion  from  Medicare.  Talk- 
ing to  the  first  lady,  Mr.  Magaziner,  and  Secretary  Shalala  on  be- 
half of  the  Rural  Health  Care  Coalition,  we  asked,  "How  on  Earth, 
if  we  do  not  have  the  Medicare  reimbursement  to  that  degree,  can 
we  keep  the  hospital  doors  open?" 

They  said,  "Not  to  worry.  We  will  have  a  subsidy  from  the  health 
alliance  to  answer  that  problem  through  these  kinds  of  facilities." 

We  added  them  up — and  I  haven't  done  it  from  North  Dakota  to 
Texas,  but  I  can  tell  you  that  the  numbers  that  are  not  included 
are  far  greater  than  the  criteria  you  have  used. 

We  get  reimbursed  right  now  88  cents  on  the  dollar,  approxi- 
mately, in  terms  of  our  Medicare  costs.  That  forces  your  local  hos- 
pital board  and  the  hospital  administrator  to  put  the  premium 
about  130  percent  of  where  it  ought  to  be.  Then  we  have  to  pass 
a  bond  issue.  I  don't  know  of  any  community  up  and  down  the 
Great  Plains  that  hasn't  had  to  pass  a  bond  issue  to  keep  their  hos- 
pital doors  open. 

Again,  I  ask  the  proponents  of  the  Clinton  plan,  "Where  are  we 
going  to  make  up  the  difference?" 

"Not  to  worry."  But  again,  we  are  using  the  same  criteria  here 
and  we  are  left  out  of  the  equation. 

And  then  I  said,  "Where  are  we  going  to  get  the  money?" 

"Well,  that  is  not  quite  clear  but  that  will  come  from  the  health 
alliance  premiums  on  the  employer,"  i.e.,  taxes. 

I  don't  know  where  the  money  is  coming  from.  I  don't  know  who 
writes  the  checks.  And  I  don't  know  why  we  are  left  out  of  the 
equation.  My  plea  to  you  is  that  before  we  get  into  a  chart  and  you 
hand  out  5,000  of  these  things,  maybe  we  need  to  visit  with  a  few 
hospital  administrators  and  a  few  hospital  boards  to  determine  ex- 
actly what  we  want  to  say  in  these  charts  instead  of  just  a  blanket 
statement  of  "will  be  increased"  or  "will  be  decreased." 

I  haven't  had  an  opportunity  to  go  fully  through  this,  but  I  also 
understand  that  under  the  Clinton  plan  if  you  said  that  under  H.R. 
3080 — the  plan  on  the  Republican  side — ^that  the  small  advisory 
boards  we  have  are  going  to  have  a  negative  impact,  I  noticed  that 
you  did  not  consider  the  National  Health  Data  Advisory  Council, 
the  data  protection  and  security  panel,  the  risk  assessment  panel, 
the  national  quality  management  program,  the  breakthrough  drug 
panel,  and  the  100  to  150  new  outfits  that  are  included  under  that 
plan. 

I  have  probably  said  enough.  I  think  you  know  the  drift  of  where 
I  am  headed  here.  As  opposed  to  arrows  and  blanket  statements, 
before  you  hand  these  things  out  I  think  you  might  perjure  a  few 
of  these  just  a  bit.  I  know  the  gentleman  from  Missouri  said  it  best 
when  he  said  that  this  needs  to  be  objective.  But  as  I  go  through 
it — and  obviously  I  have  some  feeling  about  it  in  terms  of  author- 
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ship  with  some  of  these  things — I  don't  know  how  you  have  reached 
some  of  these  conclusions. 

Now  I  will  hush  and  allow  you  to  respond  in  the  minute  you 
have  left. 

Mr.  CORDES.  I  think  your  points  are  well  taken  and  we  appre- 
ciate those. 

You  have  raised  questions  in  three  different  areas.  One  is  in  the 
area  of  facilities.  Another  is  in  the  area  of  Medicare  savings  and 
reimbursement.  The  final  one  focuses  on  how  much  influence  rural 
people  will  or  will  not  have. 

I  would  like  to  ask  Keith  Mueller  and  Andy  Cobum  on  our  panel 
to  address  these  three  issues,  to  the  extent  we  have  time. 

Mr.  Mueller.  Thank  you. 

Again,  I  want  to  share  Sam's  comment,  Congressman,  that  we 
really  appreciate  your  comments  and  reactions  to  the  report.  It 
does  represent  a  continuing  effort  on  our  part  and  we  will  certainly 
react  over  time  as  well  as  today  to  your  comments. 

On  the  questions  related  to  rural  facilities,  you  hit  on  a  couple 
of  very  important  points.  One  of  those  is  that  as  we  move  to  use 
Medicare  savings  to  finance  increased  access,  we  need  to  be  very 
careful  from  the  point  of  view  of  rural  that  the  savings  we  achieve 
through  Medicare  reductions  do  not  precede  the  ability  of  facilities 
to  have  that  revenue  from  other  sources.  I  am  thinking  particularly 
of  a  scheme  to  perhaps  phase  out  disproportionate  share  payments 
needs  to  be  coterminous  with  increased  universal  or  increased  cov- 
erage so  that  revenue  is  there  where  it  wasn't  before  for  those 
rural  hospitals.  Or  if  you  have  savings  based  on  overall  cost  reduc- 
tions in  the  system  that  again  the  savings  you  take  out  don't  pre- 
cede the  revenue  that  comes  in. 

That  is  a  theme  throughout  a  lot  of  our  comments  on  not  just 
H.R.  3600  but  other  bills  as  well. 

Mr.  Roberts.  But  where  does  the  revenue  come  from?  Who 
writes  the  check?  That  is  what  my  hospital  administrator  wants  to 
know. 

Mr.  Mueller.  The  revenue  would  come  in  two  ways.  The  first 
way  is  whatever  patients  that  are  visiting  those  hospitals  that  are 
not  paying — the  uncompensated  care  burden,  which  I  know  is  con- 
siderable in  rural  hospitals.  The  thinking  is  that  as  you  provide  in- 
surance coverage  for  those  individuals  they  will  be  pajdng  for  their 
own  care.  Medicare  will  not  have  to  have  its  disproportionate  share 
pa3rment  to  cover  that.  That  is  the  theme  that  is  in  several  of  the 
bills  and  not  just  the  administration's. 

The  second  source  of  revenue  is  actually  a  source  of  cost  savings 
to  the  hospitals.  If  there  is  a  successful  scheme  to  lower  some  of 
the  bills  the  hospitals  have  to  pay,  then  those  are  savings. 

Again,  those  are  all  in  theory.  Sam  did  mention  the  economic 
panel  that  RUPRI  has  also  put  in  place  to  analyze  some  of  those. 
Our  point  logically  is  that  you  don't  take  the  savings  away  from  the 
hospitals  and  reduce  payment  unless  and  until  there  is  a  replace- 
ment in  a  revenue  stream  on  the  other  side.  I  think  that  is  an  im- 
portant point.  You  have  raised  it  and  I  want  to  echo  that  and  rein- 
force it. 

The  third  point — and  this  does  tie  specifically  to  H.R.  3600  as 
well  as  a  couple  of  other  pieces  of  legislation — if  we  are  going  to 
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rely  on  the  notion  of  essential  community  providers  and  support  for 
them  to  support  facility,  we  ought  to  make  sure  that  the  definition 
of  those  would  include  the  facilities  that  are  truly  essential  to  com- 
munities. In  a  couple  of  the  bills,  that  definition  is  left  to  the  State 
Governor.  We  think  that  is  probably  a  better  place  to  put  it  and 
it  is  permissible  to  define  essential  community  providers  to  include 
small  rural  hospitals  and  not  just  federally  qualified  health  clinics. 

Again,  if  you  are  rel5dng  on  that  mechanism,  you  need  to  make 
sure  that  the  definition  is  what  we  really  need  in  the  small  rural 
communities. 

Mr.  Roberts.  I  think  that  pretty  much  hones  in  on  the  subject 
area  I  wanted  to  discuss,  Mr.  Chairman. 

Keith,  I  want  you  to  stay  around  and  listen  to  Dr.  John  Moffat, 
who  has  had  experience  with  this  kind  of  system  up  in  Canada.  In 
Kansas,  we  did  a  study  that  showed  that  9  percent  of  our  people 
were  uninsured,  34  percent  of  which  did  not  want  to  be  insured. 
I  am  not  too  sure  how  the  numbers  match  up,  so  if  you  could  stay 
in  regards  to  listening  to  a  doctor  who  has  had  first-hand  experi- 
ence with  the  situation  up  in  Canada,  I  would  appreciate  it. 

I  thank  the  panel. 

Mr.  VOLKMER.  Mr.  Chairman,  I  would  just  like  to  comment  that 
I  believe  that  two  of  the  three  questions  of  the  gentleman  from 
Kansas  were  answered.  I  believe  that  you  have  taken  these  mat- 
ters into  consideration  when  you  made  your  study.  Is  that  correct? 

Mr.  CORDES.  That  is  correct.  I  think  the  one  area  you  mentioned 
that  did  not  get  addressed  in  Dr.  Mueller's  answer  was  the  one  on 
rural  influence,  involvement,  and  representation. 

Mr.  VoLKMER.  Mr.  Chairman,  could  Dr.  Cobum  have  an  oppor- 
tunity to  answer  that? 

The  Chairman.  Yes,  go  ahead. 

Mr.  COBURN.  I  would  just  quickly  say  that  in  analyzing  the  bill 
we  were  not  aiming  to  identify  the  best  bill,  but  rather  the  best 
provisions  in  the  bills  that  would,  in  our  judgment,  lead  to  greater 
rural  representation,  involvement,  and  influence  in  the  policy- 
making process.  Indeed,  it  is  very  hard  in  some  of  the  cases,  in 
some  of  the  bills,  to  determine  what  the  degree  of  rural  influence 
would  be  and  some  of  the  new  structures  that  would  be  created. 

I  think  more  important  than  what  we  list  with  respect  to  any 
particular  bill  in  terms  of  the  specific  bodies  that  would  be  created 
is  the  principle  that  those  bodies  be  required  to  consider  rural  and 
underserved  interests  in  their  deliberations.  From  our  standpoint, 
that  is  a  more  important  principle  to  carry  through  the  legislative 
process  than  a  particular  tjrpe  of  structure  that  may  or  may  not  be 
represented  in  a  particular  bill. 

So  from  that  standpoint,  you  are  correct  in  noting  that  we  did 
not  note  in  the  Chafee  bill  each  and  every  committee  that  is  identi- 
fied in  that  bill.  That  bill  is  very  comprehensive  with  respect  to 
many  new  structures  that  would  be  created  that  would  provide  op- 
portunities for  involvement  of  individuals  at  the  State  level  and  in- 
deed potentially  at  the  local  level. 

Our  concern  is  principally  with  more  local  involvement  and  com- 
munity-based involvement  in  many  of  the  decisions  that  would  be 
made  about  policy  matters  and  about  the  design  of  our  delivery 
systems  in  rural  areas. 
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Mr.  VOLKMER.  Mr.  Chairman,  I  want  to  thank  the  panel.  I  hadn't 
seen  this  thing  that  the  gentleman  from  Kansas  alluded  to — the 
graph.  Is  this  what  we're  talking  about? 

Mr.  Roberts.  Right. 

Mr.  VOLKMER.  I  have  now  looked  at  it  and  if  you  made  the  same 
comments  about  H.R.  3080  that  you  made  about  H.R.  3600  and  you 
made  the  comments  about  H.R.  3600  that  you  made  about  H.R, 
3800  I  might  have  come  to  the  same  conclusion  as  the  gentleman 
from  Kansas,  because  it  doesn't  look  too  good  for  his  legislation  but 
looks  good  for  the  others. 

That  doesn't  remove  the  question,  though.  I  hope  it  doesn't  mean 
that  the  gentleman  from  Kansas  and  others  who  may  review  this 
who  believe  that  this  panel  that  spent — how  many  hours  would  you 
say  that  you  all  spent  in  total  man-hours  reviewing  the  proposals 
and  coming  up  with  this? 

Mr.  CORDES.  I  would  say  in  the  course  of  the  last  8  months  we 
have  probably  invested  about  800  hours.  I  am  thinking  about  eight 
people  at  probably  about  100  hours  each.  I  really  don't  know.  It  has 
been  a  lot.  We  have  had  many  conference  calls.  We  have  also  come 
together  on  three  different  occasions  for  some  around-the-clock 
marathons.  The  most  recent  was  a  little  over  a  week  ago  in  Chi- 
cago, where  we  worked  for  3  to  4  days. 

Mr.  VOLKMER.  Can  you  tell  me  that  there  wasn't  any  consensus 
at  the  start?  That  this  is  the  one  that  is  going  to  have  all  the  good 
features,  and  this  one  here  has  no  good  features  before  you  ever 
went  into  this? 

Mr.  CORDES.  That  is  correct.  We  assembled  our  panel  from  dif- 
ferent parts  of  the  country  and  sat  down  with  2,833  pages  of  legis- 
lation. We  had  laid  out  six  questions.  We  looked  at  the  different 
proposals,  analyzed  each,  talked  about  each,  debated,  discussed, 
and  reached  our  conclusions. 

I  would  make  a  comment  on  the  table  in  the  report.  We  are 
aware  that  you  all  are  busy  people,  and  that  you  need  to  have  in- 
formation whenever  you  can  in  summarized  form.  That  was  the 
main  reason  for  trying  that  kind  of  a  summarized  approach.  It  may 
not  be  the  best  approach. 

We  would  really  encourage  you  and  your  staff  to  look  beyond  the 
table,  and  look  at  the  remaining  60  to  80  pages  for  some  of  the  spe- 
cific details  that  represent  the  true  meat  and  details  of  our  analy- 
sis. It  is  hard  to  do  justice  with  an  oversimplified  table,  but  we 
wanted  to  try  to  be  user-friendly.  That  is  why  we  did  it. 

Mr.  Roberts.  Would  the  gentleman  yield? 

Mr.  VOLKMER.  I  would  like  to  make  one  more  comment,  and  then 
I  will  be  glad  to  yield. 

I  started  back  and  kind  of  leaped  forward.  Even  under  those 
where  you  find  things  that  are  beneficial  in  a  certain  bill,  you  still 
have  potential  concerns  and  suggested  changes  in  there.  So  you  are 
not  saying  that  everything  in  here  is  fine. 

Mr.  CoRDES.  No,  not  at  all. 

Mr.  VOLKMER.  Thank  you. 

I  will  yield  to  the  gentleman. 

Mr.  Roberts.  I  thank  the  gentleman  for  his  comments.  Let  me 
indicate  very  clearly  that  I  think  Dr.  Sam  and  his  very  qualified 
panel's  intents  are  as  pure  as  the  wind-driven  snow  in  Nebraska 
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as  it  sweeps  over  the  prairie  from  the  mountain  chain  which  well 
might  have  blocked  the  progress  of  an  empire.  [Laughter.] 

Let  me  say  also,  sir,  that  I  have  long  held  the  view  that  if  we 
could  get  some  one-armed  academics  in  here  to  make  a  stand  on 
an  issue  who  therefore  could  not  say,  "On  the  other  hand,"  we  wel- 
come you.  [Laughter.] 

But  I  would  point  out  that  having  some  familiarity  with  the  leg- 
islative alternatives  here  and  having  gone  back  to  Kansas  and  hav- 
ing been  a  member  of  the  Rural  Health  Care  Coalition  to  look  at 
the  law  of  unintended  effects,  the  practical  result  that  perhaps  that 
chart  is  a  good  reference,  but  we  want  to  refer  them  to  the  other 
75  or  80  pages  and  consider  all  the  things  that  could  happen.  That 
was  my  only  point  I  was  trying  to  make. 

I  thank  the  gentleman  for  yielding. 

Mr.  VOLKMER.  Dr.  Sam,  I  think  you  need  to  take  consideration 
that  the  gentleman  from  Kansas  does  feel  a  little  left  out  since  Ne- 
braska won  the  tournament  championship  and  Missouri  won  the 
conference  championship  and  both  Kansas  teams  were  left  out  in 
the  cold.  [Laughter.] 

Mr.  Roberts.  That  is  not  on  the  chart.  [Laughter.] 

The  Fighting  Wildcats,  who  are  ever  optimistic,  of  Kansas  State 
University  and  the  Jayhawks — well,  the  Jayhawks  are  still  in  the 
tournament,  but  we  did  win  the  Copper  Bowl,  Harold. 

The  Chairman.  Now  that  we  have  settled  that  issue,  whatever 
happened  to  Slippery  Rock?  [Laughter.] 

The  members  of  the  panel  may  have  heard  the  testimony  of  Dr. 
Adkisson  from  A&M  and  my  opening  statement. 

We  have  nutrition  centers  at  several  universities.  We  have  inde- 
pendent industry-tjrpe  research.  But  that  doesn't  seem  to  get  out 
into  the  medical  profession.  My  question  to  you — and  later  I  will 
ask  it  of  Dr.  Weber — we  know  nutrition  is  the  basis  for  prevention. 
That  we  know.  But  is  there  a  place  for  a  hands-on  intervention  by 
the  medical  practitioner  in  this  area?  Or  are  we  talking  about  pro- 
hibitive time?  Is  there  a  place  for  the  practitioner  in  the  prevention 
thereof? 

Mr.  Cordes.  One  of  our  panelists  is  a  physician,  Dr.  Wayne 
Myers.  I  will  ask  him  to  address  that. 

Dr.  Myers.  I  think  it  is  very  clear  from  studies  on  smoking  ces- 
sation that  that  works  better  when  the  physician  is  involved  in  try- 
ing to  support  the  behavioral  change  people  are  talking  about.  The 
real  issue  is.  How  do  we  encourage  people  to  change  their  behavior, 
whether  it  is  talking  about  what  they  eat  or  a  variety  of  health  is- 
sues? 

In  rural  areas,  it  is  to  be  balanced  against  the  real  time  pressure. 
The  overwhelming  challenge  is  to  get  more  people  giving  primary 
care  in  rural  areas.  In  the  real  world,  if  you  have  40  to  50  people 
in  the  waiting  room,  you  are  pretty  well  obligated  to  take  care  of 
the  earaches  and  sore  throats.  The  things  that  seem  that  they  can 
wait  do  get  pushed  off  to  a  later  time  that  never  comes. 

That  is  why  we  are  supporting  the  idea  of  things  that  let  people 
practice  to  the  extent  they  are  trained,  expanded  practice  for  physi- 
cian assistants  and  nurse  practitioners,  letting  them  see  patients 
when  there  is  not  a  doctor  under  the  same  roof  and  that  sort. 
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I  don't  believe  that  changing  the  kind  of  behaviors  are  entirely 
a  medical  personnel  issue.  This  is  quite  off  the  agenda  of  the  panel, 
but  it  is  perfectly  appropriate  to  think  about  preparing  credible 
people  from  the  community  who  have  the  confidence  of  their 
peers — there  are  some  things  that  work  through  agriculture  and 
other  systems  for  tr5dng  to  develop  community  health  advocates 
who  will  work  with  their  own  peers  and  people  in  the  community 
to  do  some  of  these  behavioral  change  things. 

In  that  roundabout  way,  I  am  sajdng  that  we  probably  do  need 
to  think  of  different  ways  to  encourage  people  to  take  better  care 
of  themselves.  It  is  partly  a  medical  issue,  partly  other  health  pro- 
fessionals, but  also  getting  people  in  the  community  to  help  support 
those  efforts. 

The  Chairman.  So  if  I  understand  you,  your  basic  answer  is  that 
you  should  leave  the  treatment  to  the  medical  profession  and  bring 
in  prevention  with  outside  or  allied  people.  Is  that  it? 

Dr.  Myers.  No,  I  don't  believe  so.  I  think  you  need  to  get  more 
people  working  on  both  sides.  But  I  think  it  is  not  fair  to  ask  peo- 
ple to  go  to  one  place  when  they  are  sick  and  go  to  another  place 
when  they  are  well.  People  don't  go  to  another  place  when  they  are 
well. 

I  am  saying  that  you  need  to  decompress  the  system,  I  have  phy- 
sician assistants  and  nurse  practitioners  helping  take  care  of  the 
sick  people  so  that  there  is  more  time  in  the  system  for  all  people 
to  be  doing  the  preventive  work  and  not  simply  concentrating  on 
the  earaches  and  acute  illnesses. 

The  Chairman.  So  if  you  don't  separate  the  responsibilities,  then 
the  responsibility  for  the  prevention  comes  down  then  on  the  medi- 
cal profession,  not  necessarily  the  practitioner  but  his  assistants. 

Should  a  family  practice  doctor  have  a  nutrition  expert  in  the 
shop  like  he  has  an  x-ray  machine  or  something  for  blood  tests? 

Dr.  Myers.  I  think  it  is  very  desirable  for  a  family  doctor  to  have 
access  and  a  place — have  someone  he  can  refer  people  to  for  that 
kind  of  nutritional  expertise.  I  am  assuming  that  we  are  not  get- 
ting down  to  the  level  of  specif3dng  whether  the  nutritionist  is  in 
the  same  office  or  not.  Then  we  get  into  who  pays  and  how  much. 
But  we  need  a  real  variety  of  people  putting  their  shoulder  to  the 
wheel  for  improved  prevention  services. 

On  the  one  hand,  I  wouldn't  reserve  it  to  the  medical  profession. 
On  the  other  hand,  I  wouldn't  try  to  set  up  a  system  where  people 
don't  get  the  preventive  care  when  they  come  to  a  place  because 
they  are  ill.  That  is  the  time  when  you  have  the  best  chance  to  give 
the  baby  shots  or  to  get  the  pap  smears  or  get  the  other  work  done. 
There  is  something  to  be  said  for  providing  the  preventive  care 
when  you  have  access  to  the  people. 

The  Chairman.  The  bulk  of  the  research  in  this  area  is  done  by 
Ph.D.'s  rather  than  M.D.'s  and  so  on.  None  of  what  I  have  read  of 
what  we're  discussing  in  the  Congress  goes  into  the  basic  research 
for  the  prevention  and/or  treatment.  None  of  the  plans  are  calling 
for  grants  into  the  research. 

We  are  arguing  about  who  is  going  to  pay,  how  it  is  going  to  be 
provided,  the  alliances,  and  all  that.  We  are  not  going  into  the  nuts 
and  bolts  part  of  it,  which  is  where  my  interest  comes  in  with  the 
prevention  side.  But  should  we  go  into  that,  would  there  be  an  in- 
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terest  in  the  provision  of — ^whoever  it  is,  however  it  is  going  to  get 
paid,  wherever  the  person  or  persons  are  in  relation  to  the  on- 
hands  practitioner — should  there  be  some  accommodation  for  basic 
research  in  the  nutrition  area  or  in  your  practice  area? 

Someone  is  doing  nutrition. 

Dr.  Myers,  what  is  your  specialty? 

Dr.  Myers.  I  am  a  pediatrician. 

The  Chairman.  You  have  to  rely  on  some  Harvard  Medical 
School  periodical  or  something.  There  is  nothing  in  here  that  says 
that  research — which  there  is  and  I  am  sure  it  is  very  good — it  is 
not  being  discussed  in  any  of  these  areas  who  is  going  to  provide 
for  you  the  research  that  you  need  to  continue. 

Dr.  Myers.  I  think  your  points  are  perfectly  well  taken.  We 
found  some  provisions  for  expanded  research  of  various  kinds  in 
primary  care  research.  That  has  been  very  lacking.  It  has  been 
found  in  different  bills  and  it  is  fairly  modest.  But  we  were  encour- 
aged by  the  fact  that  it  was  there.  Maybe  we  were  optimistic  to  in- 
terpret prevention  as  being  included  under  primary  care. 

I  would  like  to  ask  any  of  the  other  panelists  if  they  saw  it  the 
same  way,  but  we  saw  some  provisions  for  setting  up  offices  within 
the  National  Institutes  of  Health  to  try  to  look  at  this.  We  see  that 
as  very  important. 

One  other  thing  I  would  mention.  Is  this  area  perhaps  better  cov- 
ered in  a  communication  that  we  prepared  a  few  weeks  ago? 

The  Chairman.  If  you  have  some  other  information,  I  would  ap- 
preciate it. 

Everyone  is  working.  In  my  area,  a  pediatrician  is  working  on  a 
communications  link  with  Baylor  University  in  Houston  and  so  on. 
But  in  all  the  discussion  here,  we  seem  to  be  polarizing  into  who 
is  going  to  pay  and  who  is  going  to  get  covered  and  not  getting  into 
the  other  areas. 

Mr.  CORDES.  I  think  one  of  our  other  panelists  may  have  a  com- 
ment on  that. 

The  Chairman.  Would  you  please? 

Mr.  Hart.  I  would  like  to  take  a  shot  at  that. 

The  area  I  covered  was  the  rural  health  system  integration  and 
coordination.  As  I  looked  at  that  area,  I  addressed  primarily  what 
you  referred  to  as  in  the  various  pieces  of  legislation.  That  is,  I 
looked  at  what  we  refer  to  as  horizontal  integration  with  hospitals 
with  hospitals,  physician  groups  with  physician  groups.  I  also 
looked  at  what  we  think  of  as  vertical  integration  from  the  contact 
of  the  nurse  practitioner,  physician  assistant,  and  physician  to  the 
tertiary  care,  the  most  complex  subspecialty  care. 

I  also  looked  at  it  from  the  standpoint  of  what  is  really  just  be- 
ginning to  happen  in  rural  America,  and  that  is  the  concept  that 
a  colleague  and  I  have  referred  to  as  lateral  integration.  That 
means,  How  well  are  these  services  integrated  with  the  community 
itself  That  is  an  extremely  important  concept  in  rural. 

I  also  looked  at  it  from  the  standpoint  of  how  well  these  lateral 
and  vertical  are  integrated  with  the  educational  systems.  It  is  so 
important  to  have  a  direct  link  with  rural  and  underserved  commu- 
nities to  do  our  training  there. 

In  looking  through  the  plans,  I  found  very  much  what  I  think 
you  are  pointing  out,  which  is  very  little  instance  in  which  there 
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was  discussion  of  how  you  link  the  research  enterprise  into  the 
health  care  for  that  kind  of  integration. 

I  would  say,  as  Dr.  Myers  mentioned,  that  while  there  are  var- 
ious provisions  and  mention  in  various  bills  regarding  various 
tjrpes  of  research,  there  was  very  little  that  I  found  by  way  of  link- 
ing those  back  to  the  delivery  of  service.  Where  that  occurs,  that 
I  think  adds  certainly  to  the  integration  and  coordination.  I  think 
the  research  enterprise  is  very  important. 

As  you  asked  Dr.  Myers,  is  it  not  importEint  for  that  provider  to 
have  access?  I  would  say  that  within  the  area  of  integration  and 
coordination,  that  is  an  area  that  was  not  addressed  a  great  deal 
in  the  various  plans. 

The  Chairman.  That  is  part  of  my  concern.  You  must  begin  with 
the  youngsters  in  the  prevention  with  nutrition.  One  of  the  best 
areas  where  that  is  being  covered  is  in  the  HeadStart  program. 
They  are  teaching  the  youngsters  about  nutrition,  but  it  is  unre- 
lated to  a  doctor  or  practitioner  or  medical  school  or  an5rthing.  They 
are  doing  it  because  it  sounded  good,  or  because  of  the  research 
done  by  those  people  that  manage  the  HeadStart.  This  is  where 
they  are  teaching  the  youngsters  not  only  communal  living  but  how 
to  eat  with  knife  and  fork  and  they  go  into  nutrition. 

Another  area  that  is  working  very  well — not  throughout  the 
United  States  but  in  my  area — is  what  is  called  the  expanded  food 
and  nutrition  program.  This  is  under  the  Extension  Service  of 
USDA.  They  go  into  a  neighborhood  and  recruit  one  lady  and  then 
the  experts  teach  her  how  to  use  their  resources,  and  if  they  are 
on  food  stamps,  how  to  use  the  food  stamps  to  buy  quality  foods 
and  prepare  them  in  a  nutritious  manner.  It  is  an  excellent  pro- 
gram. It  is  not  nationwide. 

But  that  is  unrelated  to  any  medical  school  or  any  association. 
It  just  sits  out  there  by  itself,  doing  an  excellent  job  in  the  area 
they  cover. 

People  started  laughing  at  me  when  I  first  started,  but  we  now 
have  traditional  and  alternative  medicine  at  NIH.  It  only  has  three 
people,  but  it  is  a  beginning.  I  grew  up  in  an  area  where  the  cul- 
tural aspect — I  am  talking  about  acupuncture  but  lemon  grass  tea 
or  whatever — in  the  preventive  side. 

People  seem  to  live  longer  out  in  the  rural  areas.  That  may  well 
be  because  of  some  of  the  traditional  or  cultural  medications — such 
as  teas — to  feel  good.  Not  with  stimulants  of  any  kind,  but  the  nat- 
ural stimulants. 

Dr.  Hart,  do  you  have  further  comment? 

Mr.  Hart.  Yes,  sir. 

I  would  like  to  point  out  that  there  are  provisions  in  various  bills 
that  establish  linkages  between  the  academic  health  centers  and 
the  local  practitioners.  Some  of  that  is  through  telemedicine.  In 
those  cases  there  at  least  is  an  enabling  process  thereby  which  the 
kind  of  information  regarding  nutrition  or  smoking  and  other  areas 
could  be  linked. 

My  sense  is  that  those  kinds  of  linkages — there  are  a  number  of 
provisions  in  a  number  of  plans  that  allow  the  linkage  between 
various  parts  of  our  delivery  system  and  our  educational  system, 
which  would  allow  for  some  of  what  you're  talking  about.  I  don't 
recognize  that  it  addresses  particular  areas — such  as  smoking,  nu- 
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trition,  safety,  and  such — at  a  great  level  of  detail,  but  in  terms  of 
the  research  part,  that  part  is  obviously  less  well  defined  in  these 
plans. 

But  many  provisions  in  many  of  the  plans  do  that  kind  of  link- 
ing. 

The  Chairman.  Mr.  Roberts. 

Mr.  Roberts.  Mr.  Chairman,  I  would  just  like  to  offer  a  comment 
on  the  other  side  of  the  equation,  i.e.,  the  senior  citizens  in 
Osborne,  Kansas,  America,  where  I  helped  dedicate  a  wellness  cen- 
ter. They  have  an  exercise  therapist.  They  have  a  dietitian.  It  is 
all  hooked  in  with  the  hospital.  It  is  an  adjacent  complex.  This  hos- 
pital has  the  swing  bed  concept  with  x  number  for  patients  and  x 
number  for  long  care. 

It  is  a  community  enterprise.  We  receive  a  lot  of  attention  in  the 
press.  They  had  me  in  the  exercise  room,  Mr.  Chairman,  which  was 
a  sight  to  behold.  But  at  any  rate,  they  have  found  that  the  senior 
citizens  in  the  nursing  home  and  in  the  long-term  care  unit  with 
high  school  students  that  come  in  and  make  it  a  social  event  and 
with  the  dietitian  that  this  becomes  a  real  desirable  thing  to  do. 
It  is  more  of  a  social  situation. 

They  are  hooked  up  with  Kansas  State  University  and  their  Ex- 
tension Service  and  also  with  4-H.  Hopefully,  these  kinds  of  things 
can  work. 

Most  of  our  smaller  communities  are  into  this  knowing  that  if 
there  is  more  wellness  practiced,  obviously  these  costs  come  down 
and  people  are  happier. 

But  Mr.  Chairman,  we  are  the  worst  examples.  We  have  a 
wellness  center  here.  It  used  to  be  called  the  House  gym  before 
that  was  called  a  perk.  By  the  way,  it  cost  $400  and  is  not  a  perk. 

Any  Member  of  Congress  can  go  to  Dr.  Krasner  over  here  and 
get  a  check-up — the  chairman  and  I  have — he  will  say  to  the  chair- 
man and  to  Pat  Roberts,  "You  have  too  high  cholesterol,  you  need 
to  lose  some  weight,  do  what  grandmother  told  you  to  do,  exercise 
more"  and  whatever.  Do  we  do  it?  Not  very  well  because  of  the 
tread  mill  we  are  on. 

There  are  435  Members  in  Congress,  about  100  belong  to  the 
wellness  center  and  30  actually  take  part.  We  have  an  expert  down 
there  that  would  help  us  in  each  and  every  step.  Yet  we  tend  not 
to  do  it. 

I  think  maybe  the  health  savings  accounts  would  probably  lead 
us  more  down  that  direction.  If  in  fact  we  have  a  health  savings 
account  and  it  is  our  money  and  we  think  of  that  as  putting  a  little 
more  discipline  back  with  the  doctor  and  the  patient,  and  the  doc- 
tor can  say,  "You  can  spend  as  much  money  as  you  want,"  but  I 
think  more  of  us  would  practice  wellness  if  in  fact  we  thought  we 
had  a  little  bit  more  individual  say  in  this  thing. 

I  think  it  is  a  very  interesting  concept,  Mr.  Chairman.  I  want  to 
compliment  you  on  your  leadership  in  this  regard. 

The  Chairman.  Thank  you  very  much.  We  will  keep  working  on 
it. 

I  was  visiting  something  called  the  Senior  Companion  Group.  It 
is  a  Government  program  that  meets  once  or  twice  a  week.  I  vis- 
ited with  them  and  they  were  celebrating  the  birthdays  for  the 
month.  The  senior  one  was  92  last  month.  I  asked  him  how  he  en- 


68 

joyed  the  program  and  he  said,  "It  is  tremendous.  It  is  good.  We 
get  together,  we  read,  we  play  cards,  we  sing,  we  dance.  In  the 
afternoons,  some  of  us  go  out  to  visit  the  homebound  old  folks  who 
can't  get  around." 

If  he  is  doing  that  at  92,  something  is  good  in  Alamo,  Texas. 

I  thank  all  of  you  for  being  here.  I  do  hope  that  you  don't  con- 
sider this  a  one-shot  situation.  We  invite  you  to  stay  in  touch  with 
us  to  forward  information  that  you  think  will  be  valuable  to  us. 

I  mention  again,  regretfully,  that  we  don't  have  the  hands-on  ju- 
risdiction on  this  legislation.  But  we  have  the  availability  of  input. 
We  will  do  what  we  can  in  order  to  pass  on  your  expertise  and  in- 
formation that  you  can  forward  us. 

We  thank  you  very  much. 

Mr,  CORDES.  If  I  could  make  one  last  comment,  let  me  say  we 
would  be  more  than  happy  to  continue  to  make  ourselves  available 
to  you.  I  also  want  to  mention  that  the  Rural  Policy  Research  Insti- 
tute has  another  expert  panel  that  is  analyzing  another  important 
aspect  of  this  issue:  What  are  the  impacts  on  the  rural  economy  of 
these  different  pieces  of  proposed  legislation?  That,  of  course,  is  not 
in  this  analysis,  but  it  is  a  critical  part  of  the  picture  from  the 
standpoint  of  the  budget  constraints  under  which  you  are  working. 
We  hope  to  make  that  work  available  to  you  later  this  year. 

Mr.  Roberts.  I  think  I  would  like  that  chart  a  lot  better.  [Laugh- 
ter.] 

The  Chairman.  Thank  you  very  much. 

The  other  panels  will  recess  for  about  10  minutes  and  we  will  be 
right  back. 

If  any  member  of  the  other  panels  has  a  timeframe  problem,  you 
can  meet  with  the  staff  and  we  will  be  happy  to  accommodate  you. 

[Recess  taken.] 

The  Chairman.  The  committee  will  be  in  order. 

I  apologize  to  the  witnesses.  As  all  of  you  know,  today  is  Saint 
Patrick's  Day  and  they  are  having  a  high-level  luncheon  at  the 
Capitol.  The  President,  the  Vice  President,  the  Prime  Minister  of 
Ireland — almost  every  big  shot  except  Mr.  Roberts  and  me  were 
there.  [Laughter.] 

I  got  caught  when  they  freeze  the  elevators  when  the  President 
comes  in.  I  apologize  for  the  delay. 

We  now  have  all  the  remaining  witnesses  and  will  begin  with  Dr. 
Moffat. 

Mr.  Roberts  will  introduce  the  three  from  Kansas. 

Mr.  Roberts.  I  might  do  that  right  off  the  bat,  Mr.  Chairman. 

It  is  my  personal  privilege  and  pleasure  to  introduce  to  the  com- 
mittee and  for  the  record  Dr.  John  Moffat  of  the  Southwest  Medical 
Center  in  Liberal,  Kansas.  Dr.  Moffat  is  a  little  unique  in  that  he 
used  to  practice  up  in  Canada  and  is  currently  practicing  in  a  rural 
and  smalltown  area  and  has  a  very  unique  and  important  perspec- 
tive. 

Mr.  Steve  McDowell  is  with  us.  He  is  a  rural  health  consultant 
from  Lawrence,  Kansas,  home  of  Mr.  Volkmer's  favorite  team,  the 
Jayhawks.  Mr.  McDowell  has  recently  completed  a  study  of  the  im- 
pact of  health  reform  on  Kansas  and  has  a  most  thorough  under- 
standing of  all  the  proposals.  He  used  to  work  with  the  Kansas  Of- 
fice of  Rural  Health  Policy,  Mr.  Chairman. 
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Finally,  last  but  not  least,  from  Hays  City,  America,  we  have  Dr. 
Bob  Cox,  who  is  the  person  in  charge  of  the  Kansas  University 
telemedicine  project.  Dr.  Cox  has  been  a  pioneer  in  telemedicine  for 
the  State  of  Kansas  and  works  with  the  university  project.  He  lives 
in  Hays  in  my  district.  He  travels  the  State  and  does  a  good  job 
of  teaching  about  the  importance  of  telemedicine.  We  have  a  video- 
tape entitled,  "The  University  of  Kansas  Medical  Center  Caring  for 
Kansans"  that  the  doctor  has  provided  to  us  and  to  the  committee. 
We  will  be  happy  to  show  that  to  our  colleagues. 

I  thank  the  chairman  for  enabling  me  to  introduce  these  fine  peo- 
ple and  to  welcome  all  the  rest  of  the  panel. 

The  Chairman.  We  welcome  all  of  you. 

Dr.  Moffat. 

STATEMENT  OF  JOHN  MOFFAT,  M.D.,  PRIVATE  PHYSICIAN, 
SOUTHWEST  MEDICAL  CENTER,  LIBERAL,  KS 

Dr.  Moffat.  Thank  you,  Mr.  Chairman  and  Mr.  Roberts. 

I  have  been  asked  to  comment  today  on  the  implications  to  rural 
health  in  a  universal  access  system  based  really  on  two  components 
of  my  experience — one  in  Southwest  Medical  Center,  a  rural  area 
of  southwest  Kansas,  and  possibly  more  importantly  the  unique  ex- 
perience I  have  had  working  inside  a  universal  health  care  system 
in  Canada. 

The  growing  interest  in  health  care  reform  here  in  the  United 
States  has  spawned  many  plans,  some  of  which  more  than  bear 
just  a  passing  resemblance  to  Canadian  plans.  Of  course,  central 
to  each  plan  is  cost-containment  and  universal  access. 

This  is  an  incredibly  difficult  problem,  as  we  all  know,  with 
aging  populations,  rising  expectations,  and  burgeoning  technology. 
It  is  the  combination  of  guaranteed  universal  care  without  full  ap- 
preciation of  the  implications  of  such  a  system  that  has  led  to  the 
progressive  downfall  of  the  Canadian  health  care  system.  This  is 
evidenced  by  a  restricted  access  to  health  care  and  a  shortage  of 
new  technology  in  Canada. 

Canada's  mistake  was  thinking  that  health  care  could  be  sup- 
ported completely  by  taxation  dollars  and  efficiently  government- 
administered  without  the  critical  ingredient  of  individugJ  patient 
fiscal  responsibility.  Canadian  patients  never  see  a  bill.  We  are 
now  entering  the  third  generation  where  Canadian  patients  have 
no  concept  of  the  cost  of  health  care. 

At  the  same  time,  if  you  ask  them  the  cost  of  the  automobile  and 
what  it  has  done  in  the  last  20  years,  they  know,  or  a  home,  they 
know.  But  as  far  as  access  to  health  care  is  concerned,  no  one 
knows. 

Canada  supports  its  health  care  with  taxes  plus  employer  con- 
tributions. Canada  is  the  highest  taxed  country  of  all  0—7  nations. 
The  top  marginal  tax  rate  approaches  57  percent.  Along  with  that, 
we  have  a  Federal  sales  tax  on  all  goods  and  services  and  just 
about  ever5rthing  you  can  think  of,  of  7  percent.  In  Ontario,  which 
is  traditionally  the  richest  Province,  there  is  a  Provincial  sales  tax 
on  all  goods  of  8  percent.  On  top  of  that,  we  have  also  what  is 
called  a  surtax  on  people  that  earn  more  than  about  $50,000  in 
United  States  dollars  per  year  in  the  Province  of  Ontario  so  that 
the  total  tax  rate  approaches  70  percent  of  earned  income.  Despite 
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all  that  money,  Ontario  this  year  had  a  projected  and  realized  defi- 
cit of  $18  billion. 

Health  care  expenditures  account  for  one-third  of  provincial  ex- 
penditures, translating  into  $6  billion  of  deficit  funding  for  the  On- 
tario health  care  system,  and  Ontario  consists  of  8  million  people. 
You  don't  have  to  be  a  math  scholar  to  see  that  there  is  serious 
trouble  afoot. 

Hospitals  are  funded  globally  in  Canada  based  on  historical  data. 
That  simply  means  that  money  arrives  each  year  and  from  that 
money  they  must  run  their  hospital.  The  Government  plan  does  not 
pay  itemized  expenses  for  in-hospital  stay.  Therefore,  this  funding 
becomes  subject  to  manipulation  by  Government  agencies  and 
funding  increases  are  chronically  less  than  the  rate  of  inflation. 

Fewer  than  10  percent  of  all  Ontario's  hospitals  actually  bal- 
anced their  budgets  last  year.  This  has  led  to  drastic  cuts  in  serv- 
ices and  restricted  technology.  Most  reductions  have  occurred  in 
the  most  expensive  area  of  hospital  care,  which  is  in-patient  serv- 
ices. Despite  occupancy  rates  exceeding  &0  percent  in  most  hos- 
pitals, wards  have  been  closed  and  operating  rooms  have  been  arbi- 
trarily closed. 

So  my  12  years  of  working  as  a  surgeon  within  this  system  gave 
me  special  insights  into  its  frailties,  which  may  not  be  seen  by  both 
Canadians  and  certainly  not  admitted  to  by  most  Canadian  politi- 
cians. 

The  Canadian  people — really  through  no  fault  of  their  own — have 
allowed  this  to  happen  by  being  lulled  into  a  false  sense  of  security 
with  regards  to  their  health  care  delivery  system.  It  is  not  from 
malicious  misuse  of  the  system  but  mainly  from  ignorance  that  this 
situation  has  occurred.  It  has  been  fostered  by  politicians  who  have 
failed  to  admit  that  the  delivery  of  free  health  care  is  almost  finan- 
cially impossible. 

A  very  significant  difference  I  have  found  between  Canadians 
and  Americans  is  that  Canadians  have  been  conditioned  for  two 
generations  to  wait  for  the  receipt  of  health  care.  Anecdotes  regard- 
ing long  delays  abound  within  the  Canadian  system  and  I  will  give 
just  a  few  simple  examples.  Waiting  lists  for  critical  coronary  ar- 
tery bypass  surgery  often  exceed  3  to  6  months.  People  djdng  on 
the  waiting  list  for  coronary  artery  bypass  is  not  unusual.  Patients 
waiting  18  months  to  2  years  for  a  hip  replacement  is  not  unusual. 

In  the  center  where  I  recently  practiced,  18  months  for  cataract 
surgery  was  the  norm.  We  had  a  lady  arrive  in  our  ambulatory  sur- 
gery area  and  they  said,  "Madam  you  are  not  on  the  list." 

She  said,  "I  must  be,  it  is  November  10." 

They  said,  "Ma'am,  that  is  November  10,  next  year  that  you  are 
supposed  to  be  here." 

To  make  things  a  little  more  brief,  I  have  been  asked  to  look  at 
what  has  been  happening  in  health  care  and  how  it  is  going  to  af- 
fect us  in  rural  America.  I  left  Canada  because  of  a  progressive 
abandonment  of  good  health  care  in  general  and  the  rural  care  in 
particular.  This  abandonment  I  felt  was  on  the  basis  of  cost-con- 
tainment. A  G<5vernment-administered  single  payer  system  without 
individual  patient  financial  participation  is  prohibitively  expensive. 
Independent  studies  have  shown  that  in  a  free  health  care  delivery 
system  the  demand  is  almost  limitless. 
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A  professor  of  medicine  I  trained  with  said  that  in  Canada  the 
cost  of  health  care — the  fundamental  problem  here  is  the  widening 
gap  between  the  cost  of  medical  care  and  society's  ability  to  pay  for 
medical  care.  We  all  look  at  three  major  components:  Access,  qual- 
ity, and  cost.  If  access  goes  up  with  universality,  something  has  to 
give.  Can  quality  give?  We  hope  not.  Cost?  Cost  has  to  go  up,  too. 

Canada  lives  with  rationed  care.  My  concern  is  that  HMO's  and 
managed  care  proposals  are  going  to  be  a  microcosm  of  the  Cana- 
dian system:  Global  budgets,  restricted  access,  rationing,  and  di- 
minished choice. 

Just  to  take  a  couple  of  seconds  about  providers  in  rural  areas 
and  what  we  must  do — we  must  try  to  address  some  of  these  im- 
portant points  in  rural  care.  They  have  been  looked  at  this  morning 
already.  We  need  to  recognize  the  value  of  the  local  delivery  of 
quality  health  care.  We  need  to  recognize  the  cost  and  the  disloca- 
tions that  are  incurred  by  the  patients  and  the  family  if  they  must 
travel  100  miles.  We  need  to  encourage  rather  than  discourage  pro- 
viders to  move  to  these  areas. 

How  do  we  do  this?  We  talked  about  incentive  programs,  but  we 
must  continue  to  fund  small  hospitals  and  allow  them  to  have  some 
degree  of  technology  so  that  they  may  provide  quality  care. 

We  need  to  reevaluate  the  urban  versus  rural  reimbursement  fee 
schedules.  We  need  to  understand  that  distance  does  discourage 
people  from  seeking  preventive  medicine,  as  was  discussed  this 
morning. 

We  must  also  address  the  fact  that  any  health  care  system  can- 
not be  limited  simply  to  one  State.  Liberal,  Kansas  services  five 
States.  If  we  have  programs  that  service  statewide  only,  it  is  going 
to  be  a  problem. 

And  of  course,  we  must  address  the  problem  of  malpractice 
awards  and  outcome  settlements  as  they  are  a  tremendous  drain 
on  the  entire  system. 

There  is  an  adage  in  medicine  that  if  you  think  of  a  new  idea 
you  had  best  check  the  literature  because  often  it  has  been  thought 
about  before.  I  think  it  would  be  wise  to  look  both  to  Great  Britain 
and  Canada  and  their  socialized  health  care  systems  to  try  to  gain 
expertise  and  experience  from  what  other  people  have  been  sub- 
jected to. 

Thank  you  very  much. 

Mr,  Roberts.  Mr.  Chairman,  could  I  ask  John  to  share  with  the 
committee  what  happened  to  his  partner  that  was  going  to  come 
join  him  in  practice  in  Kansas? 

Dr.  Moffat.  Without  being  too  specific,  it  is  not  unusual  for  peo- 
ple to  be  seriously  delayed  in  the  health  care  that  they  receive. 
Some  of  those  people,  unfortunately,  fall  through  the  cracks.  That 
unfortunately  can  end  up  in  death  sometimes.  People  have  inappro- 
priate access  to  technology  which  is  necessary  to  make  diagnoses 
or  save  lives. 

The  Chairman.  Dr.  Weber. 


72 

STATEMENT  OF  JAMES  R.  WEBER,  M.D.,  PRESIDENT-ELECT, 
AMERICAN  ACADEMY  OF  FAMILY  PHYSICIANS 

Dr.  Weber.  My  name  is  Jim  Weber.  I  am  a  rural  family  physi- 
cian from  a  very  rural  State.  At  present,  it  is  my  privilege  to  serve 
as  president-elect  of  the  American  Academy  of  Family  Physicians. 

The  health  care  of  rural  America  is  of  special  importance  to  fam- 
ily practice,  which  is  the  only  physician  specialty  to  locate  in  rural 
America  in  the  same  proportion  as  the  general  population.  In  fact, 
no  other  specialty  is  even  half  as  likely  to  locate  in  a  rural  commu- 
nity. 

Like  urban  citizens,  rural  folks  are  concerned,  certainly,  about 
the  cost  of  health  care  and  the  quality  of  health  care.  But  the  over- 
riding problem  facing  rural  communities  is  access  to  health  care. 

As  you  know,  several  health  reform  proposals  are  promoting  a 
managed  competition  model.  While  managed  competition  may  be 
able  to  contain  costs  and  improve  quality  in  some  places,  it  isn't 
likely  to  work  in  rural  areas.  Rural  areas  simply  lack  sufficient  vol- 
ume to  create  meaningful  competition. 

Our  concern  about  managed  competition  goes  deeper  than  the 
fact  that  it  probably  won't  work  in  rural  areas.  Without  major 
changes  in  medical  education  and  payment  incentives,  managed 
competition  has  the  potential  to  actually  decrease  access  in  rural 
America. 

It  is  widely  accepted  that  health  system  reform  will  boost  the  de- 
mand for  family  physicians.  The  fact  is  that  there  aren't  enough 
family  physicians  to  meet  the  current  demands.  Health  reform  will 
enfranchise  millions  of  additional  people  in  a  new  primary  care- 
based  system  that  will  push  the  demand  even  higher.  Well-devel- 
oped, well-organized  health  care  systems,  mostly  urban-based,  will 
be  in  the  best  position  to  compete  for  these  providers. 

As  a  result,  we  are  afraid  that  the  increased  demand  for  primary 
care  doctors  will  further  erode  the  limited  supply  of  rural  family 
physicians.  If  the  goal  is  to  reorient  the  entire  health  care  system 
toward  high  quality  cost-conscious  delivery  systems  grounded  in 
primary  care,  we  are  going  to  have  to  produce  many  more  primary 
care  doctors. 

We  are  pleased  that  substantial  positive  reforms  in  graduate 
medical  education  have  been  proposed.  Our  own  policies  are  con- 
sistent with  many  of  these  proposals.  We  support  the  establish- 
ment of  an  all  payer  graduate  medical  education  fund  and  a  mech- 
anism to  allocate  residency  slots  according  to  specific  national  goals 
relative  to  total  physician  supply  and  distribution  of  specialties.  At 
minimum,  50  percent  of  approved  residency  positions  should  be  in 
the  primary  care  specialties. 

Of  particular  importance  to  rural  communities  would  be  a  re- 
quirement that  graduate  medical  educational  payments  be  made 
directly  to  the  residency  programs  rather  than  exclusively  to  aca- 
demic medical  center  hospitals.  Mr.  Chairman,  80  percent  of  the 
family  practice  training  residency  programs  are  not  in  academic 
teaching  hospitals  and  at  present  are  supported  only  by  title  VII 
funds. 

Several  reform  plans  propose  to  increase  the  Medicare  bonus 
payment  for  primary  care  physicians  practicing  in  underserved 
areas.  The  modest  10  percent  bonus  presently  paid  is  not  a  signifi- 
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cant  incentive  for  rural  practice.  Increasing  the  rural  primary  care 
bonus  payment  to  20  percent  would  certainly  be  a  positive  step. 

As  you  all  know,  rural  communities  host  a  relatively  older  popu- 
lation. As  a  result,  rural  physicians  are  more  dependent  upon  the 
Medicare  program.  Because  Medicare  payment  rates  are  so  low,  we 
are  afraid  that  beneficiaries  will  increasingly  experience  access 
problems,  particularly  in  rural  America.  Under  the  Medicare  fee 
schedule,  office  visits  are  actually  paid  for  below  the  cost  of  provid- 
ing the  service  in  almost  all  parts  of  the  country. 

Our  surveys  show  that  nearly  30  percent  of  family  physicians 
now  report  that  they  can  no  longer  accept  new  Medicare  patients 
and  remain  financially  viable.  Family  physicians  cite  two  main  rea- 
sons. One,  their  practices  are  already  full.  They  are  working  as 
hard  and  long  as  they  can.  Two,  Medicare  reimbursement  for  office 
visits  are  absolutely  inadequate.  Unless  Medicare  reimbursement 
for  primary  care  services  substantially  increases,  the  access  to  care 
problem  will  increase,  particularly  in  the  rural  areas.  This  is  al- 
ready a  major  problem  in  my  home  State  of  Arkansas. 

If  Medicare  pajrments  are  to  no  longer  serve  as  an  impediment 
to  entering  primary  care  and  practicing  in  rural  areas,  payment 
rates  for  office  visits  must  immediately  increase  by  at  least  40  per- 
cent. One  crucial  change  that  must  occur  in  the  Medicare  fee 
schedule  is  establishing  a  resource-based  method  for  paying  for 
practice  expenses,  which  are,  incidentally,  as  great  in  rural  areas 
as  they  are  in  urban  areas. 

Practice  expense  payments  for  family  physicians — which  are 
about  half  the  Medicare  fee  resource-based  relative  value  formula — 
are  way  below  what  they  should  be.  We  urge  Congress  to  direct  the 
Health  Care  Financing  Administration  to  implement  a  resource 
cost  method  at  the  earliest  possible  date. 

The  excessive  threat  of  a  malpractice  suit  has  a  particularly 
damaging  effect  in  rural  areas,  especially  in  regard  to  obstetrical 
care.  Many  rural  family  physicians  have  been  forced  to  stop  deliv- 
ering babies  because  of  the  high  cost  of  liability  insurance.  Several 
reform  proposals  have  excellent  malpractice  reform  measures.  We 
strongly  urge  you  to  adopt  them  along  with  reform. 

Another  area  of  major  concern  is  the  chilling  effect  that  current 
antitrust  laws  have  on  collaborative  efforts  to  improve  access. 
Strict  adherence  to  traditional  antitrust  doctrine  will  be  counter- 
productive to  efforts  to  realign  incentives  in  the  new  health  care 
system.  A  more  flexible  approach  is  urgently  needed.  We  are 
pleased  that  substantial  antitrust  reform  legislation  has  been  intro- 
duced. I  urge  you  to  incorporate  these  provisions  as  you  consider 
health  system  reform. 

Some  of  the  reform  proposals  would  designate  providers  who  care 
for  underserved  populations  as  essential  community  providers  and 
extend  to  them  certain  contracting  and  payment  advantages.  How- 
ever, the  criteria  for  essential  community  provider  designation 
tends  to  rely  on  categorical  programs  funded  under  the  Public 
Health  Service.  That  may  be  appropriate  for  urban  underserved 
areas  but  is  highly  inappropriate  for  rural  areas. 

Much  of  rural  America  has  been  blessed  with  dedicated  private 
practitioners  that  do  not  receive  categorical  funds  and  would  not  be 
eligible  for  designation.  We  strongly  believe  that  other  health  pro- 


74 

viders  who  serve  medically  underserved  populations  should  be  eli- 
gible for  designation  as  an  essential  community  provider. 

Briefly,  I  might  say  that  in  many  ways  solving  the  chronic  access 
problems  in  rural  America  will  be  the  acid  test  for  health  reform. 
I  have  addressed  only  a  few  issues  that  we  will  submit  to  you  in 
our  written  testimony. 

I  thank  you  for  the  opportunity  to  testify.  I  will  be  very  happy 
to  answer  questions  at  the  appropriate  time. 

[The  prepared  statement  of  Dr.  Weber  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you  very  much,  Dr.  Weber. 

Dr.  Jolly. 

STATEMENT  OF  ERIC  J.  JOLLY,  ASSISTANT  TO  THE  CHAN- 
CELLOR, AFFIRMATIVE  ACTION  AND  DIVERSITY  PROGRAMS, 
UNIVERSITY  OF  NEBRASKA-LINCOLN 

Mr.  Jolly.  Thank  you,  Mr.  Chairman  and  members  of  the  com- 
mittee, for  your  interest. 

My  name  is  Eric  Jolly.  I  am  currently  the  assistant  to  the  chan- 
cellor at  the  University  of  Nebraska-Lincoln,  where  among  other 
things  I  provide  services  at  22  rural  sites  for  disabled  members  of 
our  community  and  our  service  population.  Also,  my  work  in  psy- 
chology has  had  me  involved  in  training  many  providers  in  rural 
health  care  for  alcohol  treatment  management.  I  serve  with  pro- 
grams of  Mobility  International,  the  National  Science  Foundation, 
and  numerous  other  boards  in  trjdng  to  provide  access  to  services 
for  so  many  rural  Americans  who  have  been  denied. 

I  would  like  to  speak  to  two  critical  health  care  issues  in  rural 
America.  It  is  my  hope  that  I  not  only  briefly  address  problems  but 
also  possible  solutions  that  this  committee  could  become  involved 
in,  solutions  that  support  not  only  local  commerce  but  also  build 
quality  health  care  services. 

These  solutions  were  generated  by  applying  a  model  of  parallel 
industry  development  to  rural  health  care.  This  model  suggests 
that  by  piggybacking  new  health  care  services  onto  existing  indus- 
tries we  can  better  manage  the  challenges  of  low  population  den- 
sity while  contributing  to  broader  economic  development  across 
rural  America.  I  can  best  illustrate  this  model  with  two  examples, 
examples  that  are  critical  to  health  care  deficits  in  our  agricultural 
communities. 

One  is  the  issue  of  services  to  individuals  with  disabilities.  Amer- 
ican farmers  and  ranchers  are  more  likely  than  any  other  occupa- 
tional group  to  experience  a  life-long  disabling  condition.  Despite 
many  quality  prevention  programs,  it  remains  a  significant  and  oc- 
cupational leading  reality  that  many  of  American  farm  and  ranch 
workers  are  disabled. 

The  challenges  of  a  disabling  condition  are  often  magnified  by 
the  conditions  present  in  rural  American  health  care  and  support 
services.  It  is  the  area  of  support  services  that  I  would  first  like 
to  address.  Many  of  our  disabled  community  are  well  served  with 
assistive  devices  such  as  wheelchair  lifts,  TDD's,  Braille  writers, 
and  the  like,  and  they  are  being  utilized  by  many  people. 

But  unfortunately,  rural  America  does  not  have  the  population 
density  to  support  the  repair  and  maintenance  centers  for  this 
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assistive  technology.  When  a  wheelchair  lift  breaks  for  a  member 
of  a  rural  community,  it  may  often  mean  that  the  disabled  individ- 
ual must  be  manually  lifted  into  his  or  her  van  and  sent  off  on  an 
8  or  10  hour  drive  to  a  repair  center.  That  center  may  not  be  able 
to  repair  the  van  without  an  overnight  stay.  One  can  only  pray 
that  there  will  be  no  need  to  stop  or  that  no  further  problems  will 
develop  along  the  way. 

Similarly,  for  the  users  of  a  TDD,  that  material  might  have  to 
be  sent  away  for  several  days  waiting  for  repair,  denying  the  per- 
son access  to  emergency  services  during  that  time.  Equipment  fail- 
ure, which  might  only  be  a  brief  inconvenience  to  residents  of  large 
urban  areas  is  a  dangerous  loss  of  essential  health  care  support 
equipment  to  individuals  who  depend  upon  these  devices  for  com- 
munication, mobility,  and  sometimes  survival. 

Recently,  through  my  offices  at  the  University  of  Nebraska-Lin- 
coln, we  proposed  and  are  now  implementing  a  statewide  solution 
to  this  problem.  It  is  a  program  that  will  move  away  from  attempt- 
ing to  find  centralized  solutions  for  decentralized  service  problems. 
It  supports  rural  commerce  and  continues  to  provide  a  service  with 
a  minimum  effort,  cost,  and  low  program  maintenance  activity.  The 
goal  of  this  program  is  to  aid  in  the  development  of  a  sustainable 
commercial  base  of  assistive  technology  repair  and  maintenance 
centers  for  serving  the  needs  of  Nebraska's  disabled  community. 

The  specialized  service  provider  system  that  we  are  proposing  re- 
lies only  on  existing  and  professional  talent  that  we  would  redirect 
to  services  for  technological  assistance  for  disabled  persons.  This 
model  will  organize  network  of  specialty  service  providers  building 
on  existing  or  parallel  service  industries. 

In  agribusiness,  for  example,  there  already  exists  a  broad  net- 
work of  hydraulic  repair  technicians.  We  plan  additional  training 
that  will  certify  these  same  technicians  in  wheelchair  lift  repair. 
We  plan  similar  training  for  radio  and  television  repair  technicians 
and  computer  assistive  technicians. 

Currently,  there  are  many  existing  service  and  repair  industries 
that  could  offer  assistive  technology  repair  and  maintenance  serv- 
ices along  with  their  existing  services.  We  believe  that  the  founda- 
tion for  basic  service  provision  already  exists  across  the  Nation  and 
that  we  can  best  meet  the  needs  of  the  very  significant  disabled 
population  of  rural  America  by  supporting  the  development  of  such 
foundation  industries.  Such  programs  meet  in  a  complementary 
fashion  the  needs  of  the  disabled  community  and  the  service  pro- 
vider by  expanding  available  services  for  the  former  and  commerce 
opportunities  for  the  latter.  Just  such  a  parallel  provider  industry 
is  already  in  the  development  stages  in  Nebraska. 

The  second  and  closely  related  issue  of  concern  for  me  is  the 
rapid  loss  of  rural  health  care  providers  and  local  basic-care  hos- 
pitals. As  in  the  ATC  proposal,  I  would  advocate  the  support  of 
parallel  industries  in  rural  centers.  For  the  provision  of  health  care 
services,  there  is  at  least  one  major  medical  industry  that  could 
benefit  from  location  to  underutilized  rural  hospital  facilities.  I 
would  propose  that  inpatient  alcohol  detoxification  centers  would 
be  excellent  candidates  for  development  or  relocation  into  rural 
areas. 
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Unlike  most  medical  rehabilitation  centers,  alcohol  detox  centers 
do  not  encourage  nor  often  permit  daily  regular  visitation.  Addi- 
tionally, these  centers  do  not  generally  permit  the  patient  to  leave 
the  facility.  Rural  or  urban  location  is,  therefore,  not  a  driving  force 
behind  the  development  of  these  facilities.  The  needs  of  the  urban 
population  can  be  served  outside  of  the  urban  center.  Moreover,  al- 
though rural  areas  face  the  same  problems  of  alcohol  and  sub- 
stance abuse  as  urban  areas,  very  few  detox  facilities  have  well-es- 
tablished service  networks  in  rural  America. 

Alcohol  detoxification  centers  require  on-site  medical  staffing  and 
inpatient  basic-service  medical  facilities.  They  also  include  a  medi- 
cal staff  with  special  experience  in  issues  of  poisoning  and  toxicity, 
the  second  major  occupational  hazard  to  farmworkers  after  disabil- 
ity. At  present,  many  rural  communities  subsidize  medical  services 
and  sta^  from  general  tax  funds.  Those  services  other  than  detox 
could  easily  be  secured  from  the  primary  detox  centers  in  these 
hospitals.  Thus,  it  appears  that  we  should  be  able  to  develop  strat- 
egies that  bring  together  the  facility  needs  of  industry  and  the 
health  care  needs  of  rural  communities. 

Here  again  the  concept  of  parallel  industry  development  can  be 
used  to  generate  cost-effective  systems  for  health  care  delivery  to 
rural-based  populations.  We  must  remember  that  in  developing 
health  care  industries  we  are  engaged  in  both  community  develop- 
ment and  the  promotion  of  commerce.  Developing  alternative  re- 
sponse to  health  care  need  not  be  solely  viewed  as  a  social  entitle- 
ment program,  but  can  be  understood  as  economic  development  as 
well.  And  we  can  do  that  for  our  people. 

Thank  you. 

[The  prepared  statement  of  Mr.  Jolly  appears  at  the  conclusion 
of  the  hearing.! 

The  Chairman.  Thank  you  very  much. 

Ms.  Walter. 

STATEMENT  OF  SUSAN  B.  WALTER,  CHIEF  EXECUTIVE  OFFI- 
CER, SHENANDOAH  COMMUNITY  HEALTH  CENTER,  ON  BE- 
HALF OF  THE  NATIONAL  RURAL  HEALTH  ASSOCIATION 

Ms.  Walter.  Hello.  I  am  Susan  Walter,  the  director  of  the  Shen- 
andoah Community  Health  Center,  which  is  a  migrant  and  commu- 
nity health  center  in  eastern  West  Virginia.  We  are  providing  serv- 
ices for  11,000  migrant  farmworkers  and  residents  in  Virginia  and 
West  Virginia.  We  also  provide  services  to  4,000  WIC  participants 
in  West  Virginia. 

It  is  my  pleasure  today  to  be  representing  the  National  Rural 
Health  Association,  which  is  a  very  broad-based  group  of  people 
representing  community  and  migrant  health  centers  such  as  my- 
self, small  rural  hospitals,  rural  health  clinics,  primary  care  physi- 
cians, nonphysician  providers,  educators,  and  other  concerned  rural 
citizens.  I  appreciate  the  opportunity  to  appear  before  the  commit- 
tee today  to  discuss  health  care  reform  and  the  impact  on  rural 
communities. 

While  the  National  Rural  Health  Association  supports  the  need 
for  reform,  we  urge  serious  consideration  and  passage  of  a  health 
reform  plan  that  ensures  universal  access  to  health  care  for  all 
populations.   NRHA  distinguishes   between   universal   access   and 
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universal  coverage  for  all.  We  believe  that  a  medical  card  and  the 
offering  of  medical  benefits  is  not  enough.  It  is  a  good  beginning, 
but  it  is  not  enough  for  providing  the  quality  primary  health  care 
that  we  need  in  America,  particularly  in  rural  areas  and  frontier 
areas. 

The  National  Rural  Health  Association  has  several  concerns  con- 
cerning rural  health  reform. 

First  is  the  workforce  issue.  Unless  this  issue  is  addressed  in  a 
multifaceted  way  it  is  our  belief — and  you  have  heard  that  reflected 
throughout  the  day — that  we  are  not  going  to  be  able  to  not  only 
replace  the  physicians  and  providers  now  in  rural  areas  but  those 
folks  who  are  already  there  may  be  forced  to  actually  leave  and  set- 
tle in  other  areas,  which  is  a  super  concern  for  all  of  us. 

The  President's  bill  attempts  to  address  the  workforce  issue  by 
making  changes  in  graduate  medical  education;  increasing  Medi- 
care payments  for  primary  care  physicians;  offering  bonus  pay- 
ments to  primary  care  providers  under  Medicare;  providing  tax  in- 
centives for  primary  care  physicians,  advanced  practice  nurses,  and 
physician  assistants;  increasing  funding  for  health  professions  edu- 
cation and  nurse  training;  and  expanding  the  National  Health 
Service  Corps.  The  National  Rural  Health  Association  certainly 
supports  all  these  efforts. 

We  believe  that  the  health  profession  students,  particularly  phy- 
sicians, tend  to  serve  in  a  rural  community  if  they  have  had  experi- 
ence working  or  living  in  a  rural  community.  Therefore,  we  rec- 
ommend significantly  increasing  funding  for  programs  that  train 
primary  care  providers  and  encourage  ambulatory  training  in  rural 
communities.  For  an  off-campus  program  to  be  successful,  we  be- 
lieve the  physicians  doing  this  training  need  to  be  reimbursed  for 
their  time. 

Moreover,  there  should  be  direct  financial  support  to  approved 
residency  training  programs  at  rural  community-based  sites  rather 
than  have  funds  passed  through  from  the  academic  centers  to  those 
sites. 

NRHA  also  recommends  that  priority  should  be  given  to  essen- 
tial community  providers  when  assigned  new  National  Health 
Service  Corps  personnel.  In  terms  of  distribution  of  residency  train- 
ing programs,  special  consideration  should  be  given  to  residency 
training  programs  located  in  States  with  no  medical  schools. 

A  second  concern  for  NRHA  revolves  around  how  health  care  re- 
form will  be  financed.  It  is  extremely  threatening  to  providers  in 
rural  areas  to  be  talking  about  downsizing  Medicare  reimburse- 
ments because  most  of  the  people  being  served  in  rural  areas  by 
our  providers  do  happen  to  be  Medicare  recipients.  To  take  that 
money  and  throw  it  into  health  care  reform  is  desirable,  but  we 
certainly  expect  and  hope  to  see  that  it  will  not  erode  the  limited 
financial  reimbursement  that  physicians  in  rural  areas  are  already 
experiencing  under  Medicare  reimbursement  and  under  the  other 
kinds  of  reimbursements  whereby  rural  health  physicians  are  reim- 
bursed at  an  unequal  rate  to  those  in  urban  areas. 

It  is  certainly  a  disincentive  for  the  physicians  and  providers  who 
are  located  in  rural  areas.  It  is  certainly  not  a  good  recruitment 
tool  to  expect  to  increase  primary  care  physicians  in  rural  areas 
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when  we  have  such  an  unbalanced  method  for  reimbursing  physi- 
cians for  the  same  expectations  that  we  have  in  urban  areas. 

As  far  as  essential  community  providers  are  concerned,  NRHA 
supports  automatic  designation  of  all  rural  providers  as  essential 
community  providers.  These  providers  have  established  themselves 
and  demonstrated  their  ability  to  provide  access  for  residents  of 
rural  underserved  areas.  These  essential  community  providers 
need  to  have  stop  loss  and  contracting  protections  protecting  them 
against  financial  risk  with  accountable  health  plans.  Quite  frankly, 
NRHA  recommends  eliminating  the  5-year  limitation  on  essential 
community  provider  designation. 

We  believe  that  with  full  coverage  for  all  rural  residents,  we  will 
also  need  a  significant  infusion  of  dollars  for  community  and  mi- 
grant health  centers  to  accommodate  the  increased  health  de- 
mands. 

The  third  major  concern  for  NRHA  is  around  community-based 
health  systems  delivery  strategies.  With  all  the  talk  about  man- 
aged competition  and  integrated  systems  development — especially 
by  the  large  insurance  companies,  HMO's,  and  tertiary  care  hos- 
pitals— we  tend  to  forget  who  is  really  providing  services  in  our 
raral  communities,  which  are  the  community-based  organizations 
like  community  and  migrant  health  centers,  rural  health  clinics, 
local  private  physicians,  midlevel  providers,  small  hospitals,  and 
health  departments. 

We  believe  a  successful  health  reform  strategy  will  recognize  this 
fact  and  attempt  to  build  on  the  strengths  of  community-based  sys- 
tems, combining  them  appropriately  with  integrated  systems  devel- 
opment. It  really  is  important  to  remember  that  these  big  HMO's 
and  hospitals,  including  teaching  centers,  have  had  relatively  little 
success  or  interest  in  rural  America  or  in  meeting  the  needs  of 
medically  underserved  people  over  the  past  25  years. 

To  build  community-based  health  care  systems  will  take  access 
to  capital,  both  the  debt  and  equity  markets.  NRHA  recommends 
providing  loans  and  loan  guarantees,  interest  subsidies,  and  grants 
for  facility  planning,  construction,  modernization,  conversion,  and 
purchase  of  major  equipment. 

It  is  important  to  note  that  funding  for  capital  infrastructure  de- 
velopment should  not  be  limited  to  the  networks  of  care,  for  in 
rural  communities  the  community  health  center  or  rural  hospital 
may  be  the  sole  provider  in  that  area  and  should  also  be  able  to 
benefit  from  such  capital  infusions. 

The  USDA  and  the  Department  of  Health  and  Human  Services 
had  a  joint  agreement  in  the  past  to  fund  bricks  and  mortar  for  the 
community  health  centers  program.  It  was  highly  successful.  A 
large  number  of  the  existing  structures  in  rural  communities  were 
funded  through  the  community  facilities  loan  program,  enabling  us 
to  be  able  to  provide  services. 

And  finally,  to  augment  the  provision  of  comprehensive  primary 
health  care  services,  NRHA  supports  the  use  of  telecommuni- 
cations. Mr.  Chairman,  the  USDA  supports  funding  for  the  REA's 
distance  learning/medical  link  grant  program.  These  telecommuni- 
cations services  provide  access  to  diagnostic  services  that  are  often 
not  found  in  rural  facilities.  They  offer  continuing  education  to 
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rural  providers,  overcoming  the  isolation  you  have  heard  about 
today. 

The  membership  of  the  National  Rural  Health  Association  appre- 
ciates this  opportunity  to  provide  you  with  input  to  the  health  re- 
form development  process.  We  urge  you  not  to  compromise  the  very 
basic  tenet  of  universal  access  to  comprehensive  primary  health 
care  services. 

Thank  you. 

[The  prepared  statement  of  Ms.  Walter  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Mr.  McDowell. 

STATEMENT  OF  STEVEN  H.  McDOWELL,  PROJECT  DIRECTOR, 
INTEGRATED  COMMUNITY  HEALTH  DEVELOPMENT  PROJECT 

Mr.  McDowell.  Thank  you,  Mr.  Chairman. 

I,  like  many  rural  advocates,  have  been  concerned  about  the  ex- 
tent to  which  the  current  debate  over  health  care  reform  has  fo- 
cused on  reforming  the  financing  system  while  paying  inadequate 
attention  to  how  the  changed  financing  system  is  likely  to  impact 
on  health  care  delivery. 

As  you  no  doubt  know,  the  rural  health  care  delivery  system  is 
particularly  fragile.  Rural  Americans  have  fewer  practitioners  per 
capita  for  many  reasons,  not  only  because  of  inadequate  finances. 
At  the  same  time,  the  health  care  system  is  frequently  one  of  the 
largest  employers  in  rural  areas,  and  is  a  critical  issue  when  other 
employers  are  considering  coming  to,  or  remaining  in,  rural  com- 
munities. It  is  imperative,  therefore,  that  all  proposals  for  reform- 
ing the  health  care  financing  system  fully  explore  their  potential 
implications  on  the  rural  delivery  system. 

While  the  different  reform  proposals  seek  to  provide  rural  and 
underserved  areas  with  different  types  of  safety  net  providers — ^be 
those  community  health  centers  or  rural  emergency  access  com.mu- 
nity  hospitals — no  health  care  reform  proposal  has  focused  on  how 
the  different  services  provided  in  rural  communities  can  be  inte- 
grated in  order  to  lower  costs  and  increase  access.  In  fact,  some  of 
the  managed  competition  proposals  appear  to  be  based  in  the  con- 
cept of  having  urban  health  plans  divide  and  conquer  the  rural  de- 
livery system. 

The  integrated  community  health  development  project  funded  by 
the  Kansas  Health  Foundation  is  working  in  10  Kansas  commu- 
nities to  build  integrated  systems  of  care  which  can  assure  local  ac- 
cess to  care.  In  each  community  a  cross  section  of  citizens  have 
formed  a  working  group  to  understand  the  changes  in  health  deliv- 
ery, come  to  a  consensus  on  an  appropriate  scope  of  services,  and 
then  decide  how  to  structure  those  services. 

These  rural  communities  have  decided  that  at  a  minimum  they 
need  to  have  local  access  to  emergency  services,  primary  care  serv- 
ices, public  health  services,  and  community-based  long-term  care. 
Further,  they  have  come  to  the  conclusion  that  the  delivery  system 
needs  to  be  integrated. 

In  planning  for  health  reform  in  rural  America  this  point  cannot 
be  over  stated:  The  rural  health  care  delivery  system  is  neither  a 
hospital,  a  practitioner,  a  public  health  department,  or  an  emer- 
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gency  medical  system.  A  rural  delivery  system  is  just  that:  A  sys- 
tem of  care  that  coordinates  and  integrates  local  resources  in  order 
to  minimize  duplication,  contain  costs,  and  assure  access  to  a  com- 
prehensive range  of  services. 

Our  work  with  the  Kansas  Health  Foundation  has  indicated  that 
in  order  to  have  an  effectively  integrated  delivery  system  in  rural 
areas  it  must  meet  the  following  criteria:  One,  it  must  be  built  on 
essential  services  which  the  community  has  discussed  and  identi- 
fied; two,  it  must  be  conceptually  framed  by  the  epidemiology  of  the 
market;  three,  the  size  of  the  rural  community  and  the  rural  mar- 
ket will  determine  whether  the  system  should  be  population  or 
service  based;  four,  it  is  important  that  an  accountable  single  en- 
tity manage  the  resources  and  assume  the  risk  for  the  rural  deliv- 
ery system;  five,  outcome  measures  must  be  community-oriented 
rather  than  disease-based;  six,  essential  components  of  a  system 
need  to  include  prevention  and  early  intervention;  and  seven,  ad- 
vanced levels  of  care  need  to  be  provided  through  networking  with 
external  resources. 

In  our  paper  which  I  have  provided  for  the  record,  we  explore 
these  criteria  in  more  depth.  In  brief,  the  study  defines  a 
nonduplicative  network  of  health  care  resources  designed  to  ad- 
dress community  needs.  It  then  examines  what  approaches  to 
health  reform  provide  the  necessary  incentives  to  encourage  build- 
ing an  integrated  rural  health  care  system  that  incorporates  these 
criteria. 

The  study  finds  that  only  a  managed  cooperation  approach  is 
likely  to  include  incentives  for  communities  and  health  care  provid- 
ers and  practitioners  to  work  together  to  build  an  optimal  system 
for  the  delivery  of  sound,  appropriate  care  in  rural  areas.  This  op- 
tion is  not  readily  available  in  most  of  the  current  health  reform 
proposals. 

Rather  than  go  into  it,  I  would  like  to  completely  concur  with  Dr. 
Weber  about  the  importance  of  the  antitrust  issues.  The  September 
15,  joint  memorandum  is  very  problematic  for  rural  and  it  needs 
to  be  revisited.  I  concur  with  what  they  have  in  their  testimony. 

Finally,  I  would  like  to  address  the  issue  of  singling  out  some 
specific  kinds  of  providers  in  rural  and  underserved  areas  for  pro- 
tection under  reform,  such  as  has  been  proposed  in  the  essential 
community  provider  provisions  of  the  Clinton  plan.  I  concur  with 
both  Dr.  Weber  and  Susan  that  all  dedicated  rural  providers  ought 
to  be  involved  in  this  option  not  only  specially  designated  classes. 
I  have  met  too  many  dedicated  rural  physicians  in  private  practice 
who  would  be  left  out  of  this  arrangement  entirely,  and  who  are 
providing  probably  the  bulk  of  care  in  rural  areas. 

As  those  of  us  who  work  in  rural  America  have  come  to  under- 
stand, the  rural  health  care  system  is  not  well  served  by  perceiving 
it  to  be  an  urban  system  in  miniature.  Health  reform  proposals 
which  address  rural  needs  through  mandating  urban  health  plans 
to  render  some  level  of  service  to  rural  communities  fail  to  recog- 
nize this  difference. 

To  conclude,  I  would  like  to  provide  you  with  certain  rec- 
ommendations. 

First,  when  you  consider  reform,  you  must  recognize  regional 
patterns  of  care  and  provide  sufficient  antitrust  protection  to  allow 
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shortage  area  providers  to  jointly  create  a  system  of  managed  co- 
operation that  meets  the  needs  of  the  community  they  serve. 

Second,  reform  must  find  a  way  to  allow  rural  communities  to 
participate  in  the  development,  implementation,  and  management 
of  an  integrated  system,  and  provide  for  incorporation  of  sound, 
community-based  data  management  in  the  evaluation  of  effective 
outcomes  of  care.  The  ongoing  participation  of  the  epidemiological 
expertise  of  the  public  health  sector  is  an  essential  component  of 
any  successful  approach  to  an  integrated  health  care  delivery  sys- 
tem. 

Third,  reform  should  link  grants,  tax  incentives,  and/or  reim- 
bursement protections  to  the  extent  to  which  specific  providers  do, 
in  fact,  participate  in  the  fragile  delivery  system  as  opposed  to 
being  part  of  efforts  to  divide  and  conquer  locad  resources. 

And  fourth,  reform  should  determine  the  relative  responsibility 
of  both  the  Federal  versus  State  governments  in  assuring  that 
health  care  reforms  are  implemented  appropriately  in  both  health 
care  delivery  and  financing  system,  and  clearly  and  explicitly  spell 
out  those  relative  responsibilities. 

Thank  you. 

[The  prepared  statement  of  Mr.  McDowell  appears  at  the  conclu- 
sion of  the  hearing.! 

Mr.  Roberts  [assuming  chair].  Thank  you,  Steve. 

You  have  all  witnessed  a  very  unusual  circumstance,  the  rare 
and  short-lived  takeover  of  a  committee  by  a  Republican  in  the 
Congress  of  the  United  States.  [Laughter.] 

The  chairman  will  be  back  very  soon.  All  of  your  statements  will 
be  made  a  part  of  the  record  and  shared  with  the  appropriate  com- 
mittees. 

In  terms  of  practical  effect,  we  might  want  to  consider  who  has 
the  earliest  plane  to  catch.  I  know  some  of  you  have  some  planes 
to  catch.  I  think.  Dr.  Preston,  you  had  one  at  3  o'clock.  Is  that  cor- 
rect? 

I  think  we  are  going  to  recognize  you  first.  If  anybody  has  a 
plane  to  catch,  please,  do  not  feel  that  it  would  be  improper  to  go 
ahead  and  leave.  I  know  these  transportation  obligations  are  things 
that  must  be  met. 

Dr.  Preston,  you  are  next  and  Mrs.  Rasmussen,  you  are  on  deck. 

STATEMENT  OF  JANE  PRESTON,  M.D.,  PRESffiENT,  AMERICAN 
TELEMEDICINE  ASSOCIATION 

Dr.  Preston.  Thank  you  very  much  and  thank  you  for  having 
this  hearing.  It  is  wonderful  to  have  this  attention  paid  to  this  very 
vital  issue. 

I  am  Jane  Preston,  a  physician.  I  am  director  of  the  Texas 
Telemedicine  Project  and  president  of  the  American  Telemedicine 
Association.  I  am  also  president  of  Telemedical  Interactive  Consult- 
ative Service,  or  TICS.  I  grew  up  in  a  rural  community  and  I  un- 
derstand what  this  is  about.  I  grew  up  in  a  medical  family  that  was 
used  to  the  long  distances  and  the  price  the  patients  and  doctor 
paid  in  fighting  the  disease  together. 

The  American  Telemedicine  Association,  a  fairly  new  organiza- 
tion, has  great  vigor  partly  because  it  is  full  of  vigorous  pioneers 
who  have  been  thinking  about  addressing  these  same  problems  for 
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some  time.  On  our  board  are  individuals  from  active  projects  in 
Georgia,  Kansas,  Oklahoma,  Montana,  and  the  two  in  Texas  that 
were  research  projects  leading  the  effort. 

I  would  like  to  tell  you  about  three  projects  very  briefly.  The  first 
is  in  Arkansas,  which  is  interactive  video.  It  is  a  medical  education 
project.  Nursing  education,  undergraduate,  and  graduate  is  given 
involving  three  sites  which  are  80  miles  and  100  miles  apart.  There 
the  nurses  can  get  their  education.  At  the  time  they  are  doing  that, 
they  are  on  duty  in  the  hospital  and  serving  the  needs  of  the  com- 
munity. 

I  might  add  that  that  is  going  to  be  the  most  intriguing  thing  to 
keep  the  nurses  there,  and  the  same  is  true  of  the  physicians.  All 
the  suggestions  made  today  with  great  enthusiasm  and  hopefulness 
almost  reduced  me  to  tears.  I  am  old  enough  to  have  seen  all  of 
them  tried  and  all  of  them  fail.  I  do  not  think  it  is  going  to  work 
to  offer  more  money  because  the  question  I  get  with  almost  every 
rural  physician  is  whether  they  can  be  involved  in  rounds. 

We  learn  from  the  patients  and  with  the  patients  about  disease. 
Hearing  about  it  is  not  the  same  thing  as  seeing  it.  Even  if  you  see 
it  one  way,  it  is  not  the  same  as  showing  your  patient  that  what 
you're  puzzled  about  to  a  group  of  people  that  are  good  at  decipher- 
ing puzzles  and  understand  the  price  of  disease. 

Another  project  is  in  Wisconsin.  This  is  not  an  interactive  video, 
but  it  is  a  computerized  data  record  sharing.  There  are  nine  hos- 
pitals serving  580  physicians. 

I  think  such  efforts  are  certainly  to  be  commended.  They  think 
that  will  save  them  up  to  20  percent.  That  is  very  noteworthy.  But 
with  the  addition  of  interactive  video,  we  have  all  the  ability  of  the 
computer  connect-up,  but  in  addition  we  can  do  diagnosis,  treat- 
ment, £ind  increase  revenue  to  the  local  community,  which  is  hard 
to  do  with  the  computer.  Some  things  do,  but  not  anything  like  the 
interactive  video. 

I  will  tell  you  a  little  bit  about  my  project.  On  the  last  page  of 
the  presentation  is  a  schematic.  Our  project  differs  from  all  others 
in  that  we  had  started  at  what  were  issues  of  national  importance 
that  medicine  needed  to  address.  We  started  that  in  1980.  By  1987 
I  had  run  a  cost  feasibility  study  for  a  major  prison  and  was  as- 
tounded at  how  much  money  could  be  saved.  So  we  moved  forward 
to  designing  deliberately  some  way  that  would  give  cost  feasible  re- 
sults in  a  small  community — a  worse  case  scenario,  if  you  wish. 

The  town  was  4,000.  It  had  been  beleaguered  financially.  They 
had  an  oil  boom  that  went  bust.  The  hospital  was  a  22-bed  hospital 
with  a  2.6  census.  They  had  great  factiousness  within  the  commu- 
nity and  within  the  medical  group,  too. 

But  what  we  planned  was  an  effort  to  cluster  all  the  portals  of 
health  care  entry  electronically.  It  is  obvious  that  a  small  clinic  is 
not  ever  going  to  generate  enough  consultations  or  enough  edu- 
cation to  intrigue  a  telephone  line  out  there  or  for  the  Grovernment 
to  put  it  out  there  without  it  being  massively  costly.  So  we  tried 
to  cluster  together  what  there  was  in  the  town  of  4,000.  That  is 
what  you  see  on  the  schematic.  At  the  top  are  the  providers.  They 
are  public  and  private  providers. 

We  took  whatever  was  out  there  and  then  went  by  copper  condi- 
tion line  to  College  Station — which  was  out  of  the  way  but  that  is 
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where  the  line  went.  Then  we  came  from  College  Station  by  micro- 
wave to  get  back  in  sync  with  what  we  were  trying  to  do. 

They  did  have  to  put  down  fiber  optic  in  Giddings.  It  worked 
very  well.  There  was  the  prison  there,  the  dialysis  center,  the  small 
hospital,  and  the  county  judge  was  agreeable  to  moving  the  com- 
munity mental  health  center  to  a  house  right  behind  the  hospital 
so  the  patients  walked  in  there. 

We  found  that  they  could  pay  their  way  out  in  2.6  years.  I  think 
that  you  must  realize  we  are  talking  about  costs  that  were  taken 
off  the  shelf  for  all  the  equipment,  maintenance,  insurance — we 
tried  to  cover  everything.  We  didn't  bargain  for  anything.  The  sav- 
ings were  primarily  by  far  in  the  amount  of  time  of  expertise  lost 
on  the  highway.  There  are  far  more  people  traveling  around  this 
country  to  take  care  of  the  health  needs  in  the  rural  areas  than  you 
would  imagine. 

We  have  rightly  mandated  that  they  have  dietitians.  We  have 
rightly  mandated  that  a  podiatrist  be  available  to  the  aged  who  are 
having  problems.  But  all  those  people  travel.  That  is  2.5  hours  each 
way.  So  we  calculated  all  those  things  and  came  out  with  a  2.6 
year  pay-out,  which  would  have  been  much  shorter  except  that  the 
most  significant  thing  to  look  at  here  is  that  when  you  look  at  clus- 
tering at  the  rural  end,  you  must  realize  that  where  there  is  a  posi- 
tive medical  expertise,  there  is  an  industry  law  and  education. 
They  need  it  all.  You  have  one  line  out  there,  let's  pipe  everything 
out. 

Recommendations?  We  need  research  money  to  support  projects 
at  this  time,  not  just  research  of  any  of  the  equipment  or  the  trans- 
mission but  research  on  how  much  it  helps  the  rural  community  to 
let  the  rural  practitioners  have  a  sum  of  money  that  will  move  this 
forward.  By  practitioners  I  am  including  all  health  care  people  and 
the  hospitals. 

I  think  a  5-year  trial  would  tell  us  a  good  deal.  We  should  not 
have  to  set  up  another  bureaucracy  in  terms  of  coding.  All  you 
have  to  do  is  add  a  Y  to  the  end  of  the  CPT  and  you  can  go  ahead 
and  code  that  out. 

Reimbursement  should  be  paid  for.  All  these  projects  have  been 
done  without  the  physicians  being  paid  with  the  exception  of  Geor- 
gia, which  has  a  different  kind  of  setup.  In  terms  of  paying  reim- 
bursement, the  question  comes  up.  Should  you  pay  two  doctors  who 
are  looking  at  the  same  patient?  That  implies  that  one  of  them  is 
asleep  and  that  they  are  both  not  working.  I  think  if  you  had  a  me- 
chanic in  one  place  working  on  the  car  and  he  had  to  call  on  De- 
troit, you  would  expect  to  pay  both  places. 

To  watch  a  specialist  and  a  family  practitioner  and  a  patient 
work  together  over  what  the  disease  problem  is  still  gives  me  goose 
pimples.  It  is  really  beautiful  medicine. 

We  need  research  funding  for  R&D.  We  still  need  to  look  at  a 
number  of  things  that  have  more  to  do  with  delivery  problems  than 
they  have  to  do  with  the  technology.  The  entire  time,  the  tech- 
nology was  down  less  than  1  percent. 

We  need  some  legislation  to  supply  emergency  interactive  video 
care  across  the  State  lines.  Doctors  are  licensed  State  by  State. 
That  is  going  to  be  difficult  to  undo,  but  we  certainly  do  need  to 
be  able  to  go  to  an  earthquake  with  interactive  video  if  we  have 
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it  in  our  country  just  as  we  did  in  Afghanistan.  But  right  now,  the 
doctors  are  not  licensed  in  all  States  and  it  is  ridiculous  to  do  it 
that  way.  I  would  like  to  see  legislation  for  that  as  well  as  stand- 
ards. 

I  would  like  to  see  legislation  that  supported  exports.  I  wear  on 
my  dress  a  flying  penguin  who  comes  from  the  telemedicine  pro- 
gram in  Norway.  They  now  have  been  up  a  little  over  a  year  and 
they  are  now  exporting  telemedical  services  to  Russia. 

I  also  wear  a  little  gold  Koala  Bear  which  was  sent  to  me  from 
Australia.  They  wanted  services  and  they  wanted  the  instruction. 
That  is  true  elsewhere. 

The  International  Oil  and  Gas  Institute  was  held  a  couple  of 
months  ago  in  Jakarta  with  2,000  people  attending  and  59  oil  com- 
panies. They  are  concerned  about  their  offshore  drilling  rig  person- 
nel. I  hope  that  we  can  get  a  vigorous  support  for  a  very  exportable 
brand  of  expertise.  That  could  be  medicine  but  it  could  be  other 
things  as  well.  Once  the  line  is  out,  use  it. 

I  want  to  thank  you  again.  The  savings  have  been  projected  to 
be  $36  billion  a  year  or  better.  That  just  about  exactly  matches 
what  was  spent  in  1992  on  dialysis  centers  where  in  our  relatively 
short  distance  of  65  miles  there  was  2.5  hours  of  expertise  they 
paid  for  uselessly. 

I  thank  you  again.  For  the  first  time  in  history,  we  in  medicine 
will  be  able  to  join  with  the  patient  at  the  time  that  disease  or 
trauma  hits.  We  ask  your  help. 

[The  prepared  statement  of  Dr.  Preston  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Roberts.  Thank  you  very  much,  Jane. 

You  have  experienced  very  innovative  leadership.  I  hope  the  bou- 
quets outnumber  the  bruises.  A  pay-out  in  2.6  years  is  an  outstand- 
ing record. 

I  know  you  have  a  plane  to  catch. 

Mr.  Chairman,  I  indicated  to  Mrs.  Rasmussen  that  she  would  be 
next,  exercising  the  prerogative  of  the  minority,  which  is  rare,  as 
chairman. 

Mrs.  Rasmussen,  would  you  object  if  in  fact  we  could  get  Dr.  Cox 
next  because  it  is  apples  and  apples  on  the  telemedicine  business? 

I  apologize  to  the  rest  of  the  panel  for  not  going  in  order,  but  in- 
stead of  apples  and  flowers,  perhaps  we  could  go  apples  and  apples. 

Jane,  thank  you  so  much. 

The  Chairman  [resuming  chair].  Thank  you  very  much. 

Mr.  Roberts.  Dr.  Cox. 

STATEMENT  OF  ROBERT  COX,  M.D.,  RURAL  MEDICAL 
DIRECTOR,  UNIVERSITY  OF  KANSAS 

Dr.  Cox.  Thank  you,  Mr.  Chairman  and  committee,  for  this  op- 
portunity. I  was  invited  to  speak  about  telemedicine  and  I  appre- 
ciate that  opportunity. 

I  began  thinking  about  telemedicine  in  1988  and  the  first  sense 
of  that  which  became  apparent  was  that  it  is  much  like  the  appli- 
cation of  the  REA  50  years  ago.  Electricity  was  a  tool  and  it  helped 
rural  America  become  part  of  the  whole  country.  Telemedicine  is 
also  a  tool.  It  does  not  change  the  practice  of  health  care.  We  still 
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do  things  the  same  way.  It  just  allows  us  to  look  at  resources  and 
needs  and  balance  them. 

Hopefully,  the  21st  century  will  see  the  networking  of 
telemedicine  in  the  way  REA  networked  electricity  many  years  ago. 

Access  to  medical  care  is  a  problem  for  two  particular  popu- 
lations that  I  would  like  to  speak  to  for  a  moment. 

One  is  the  patients.  We  had  our  system  up  in  Kansas  for  ap- 
proximately 2.5  years.  We  have  seen  almost  500  patients.  I  would 
like  to  speak  specifically  to  some  of  these  instances. 

The  first  example  would  be  of  a  liver  transplant  patient  in  Hays 
that  for  the  rest  of  his  life  will  travel  to  Kansas  City  every  other 
month.  He  sees  his  primary  care  physician  in  Hays  in  alternate 
months.  It  is  a  4 V2  to  5  hour  drive  both  ways  for  a  10  to  15  minute 
visit  in  Kansas  City.  He  now  is  being  seen  by  the  telemedicine  pro- 
gram and  is  back  at  his  task  very  quickly.  These  are  not  reimburs- 
able charges  the  insurance  company  would  see,  but  certainly  for  his 
employer  and  his  own  effort  it  is  a  significant  savings. 

We  had  a  significant  winter  in  Kansas  last  winter  and  sent  it  to 
Washington  this  winter,  but  five  of  our  oncology  clinics  were  can- 
celed. This  was  when  the  oncologist  from  Kansas  City  would  come 
to  Hays  to  see  patients.  Mr.  Chairman,  five  of  these  were  canceled 
because  of  the  weather.  We  saw  these  patients  over  telemedicine. 

Groing  in,  the  assumption  was  that  new  patients  would  not  be 
seen.  Of  the  60  patients  that  were  seen  over  telemedicine  during 
that  period  of  time,  12  were  new.  These  patients  would  not  wait. 
When  their  primary  care  physician  spoke  about  cancer,  it  was  not 
real  exciting  to  sit  around  and  wait  long  periods  of  time  until  they 
had  a  chance  to  get  treatment  started. 

My  particular  interest  came  from  pediatrics.  Our  applications 
initially  were  provided  in  the  pediatric  patients  and  primarily  went 
through  pediatric  cardiology. 

With  the  telemedicine  in  Hays,  we  have  been  able  to  assess  these 
patients  and  keep  them  in  Hays.  Generally  speaking,  the  transport 
of  folks  out  of  our  community  was  for  diagnostic  purposes.  We  were 
capable  of  caring  for  them  once  we  knew  the  problem.  Of  the  500 
patients  we  have  seen,  only  2  or  3  have  had  to  be  sent  acutely  to 
the  tertiary  center  because  of  their  diagnosis  requiring  emergency 
treatment  that  we  were  unable  to  provide. 

We  have  had  applications  in  neurology,  pediatric,  and  adult.  A 
child  presented  with  a  severe  headache  and  paralysis  of  the  left 
side  of  his  body.  Within  3  hours  I  had  completed  the  CAT  scan  and 
had  this  child  in  front  of  a  pediatric  neurologist  in  Kansas  City. 
The  assessment  was  hemiplegic  migraine,  which  required  no  spe- 
cific treatment  other  than  management  of  symptoms.  This  was 
quicker,  I  dare  say,  than  access  to  that  neurologist  if  you  were  in 
Johnson  County  in  the  Kansas  City  area. 

What  we  have  become  is  a  long-distance  phone  call.  When  you 
are  sitting  across  from  someone  doing  business  and  the  phone  rings 
with  a  long  distance  call,  we  are  that  long  distance  person.  We  ap- 
preciate being  first  once  in  a  while. 

Probably  the  best  and  most  consistent  application  of  telemedicine 
services  in  our  program  has  been  in  the  area  of  psychiatry.  They 
were  the  first  to  have  ongoing,  recurrent,  and  scheduled  visits  with 
their  patients.  The  interactive  ability  is  demonstrated  clearly  by 
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the  fact  that  many  of  these  patients  were  routinely  hypnotized  over 
the  system.  I  don't  know  exactly  the  implications  of  hypnosis.  I  am 
not  a  psychiatrist.  But  at  least  it  tells  me  that  the  interactivity, 
and  our  level  of  clarity  was  fairly  low-grade,  is  very  good.  We  used 
less  than  studio  quality  communication  systems  because  we 
thought  we  could  afford  it.  Even  given  that  we  were  able  to  provide 
these  services  very  successfully. 

The  aging  of  our  population  in  northwest  Kansas,  much  like 
other  rural  areas,  includes  an  increasing  number  of  psychiatric  is- 
sues. Many  of  these  needs  are  just  not  being  met  because  of  lack 
of  access  and  of  professionals. 

I  was  concerned  as  a  pediatrician  that  many  of  our  older  patients 
would  not  like  telemedicine.  What  I  was  getting  was  a  skewed  pic- 
ture from  parents  of  young  children.  The  older  folks  really  like  it. 
They  don't  like  to  travel  and  they  don't  like  to  drive  in  the  cities. 
They  know  they  could  be  mugged,  lost,  and  so  forth.  So  they  are 
using  it  eagerly.  This  is  EACH/RPCH  reimbursement. 

We  are  using  the  system  with  Federal  money.  We  would  plead 
for  some  reimbursement,  which  was  promised  and  we  are  still 
waiting. 

The  second  group  of  folks  is  the  physicians.  This  is  a  point  that 
isn't  being  spoken  very  clearly  in  the  telemedicine  world  yet.  The 
physicians  in  our  area  receive  consultation  support  from  the  level 
three  centers.  During  that  time  they  get  continuing  education  cred- 
it. They  feel  that  this  is  probably  better  quality  education  than  at- 
tending a  conference  because  it  involves  a  patient  they  are  cur- 
rently concerned  about. 

But  in  addition  to  that,  what  I  would  perceive  as  a  real  possibil- 
ity is  networking  rural  physicians  among  themselves  so  they  can 
share  a  call.  The  chairman  of  pediatrics  in  Kansas  City  indicated 
that  his  graduates  go  into  HMO's;  they  go  into  50-hour  work 
weeks;  they  go  into  three  or  four  nights  of  call  a  month.  The  only 
way  you  can  do  that  in  rural  Kansas  is  to  network  practices  so  that 
one  physician  could  cover  the  practice  of  six  or  eight  physicians, 
work  his  tail  off,  but  the  next  day  he  would  be  covered  by  someone 
else. 

When  I  was  in  general  practice  with  pediatrics,  it  wasn't  the 
work,  it  was  the  stress  of  being  on  call.  When  I  was  called  in  the 
middle  of  the  night  for  a  sick  premature  infant,  I  could  go  to  work 
the  next  day  still  refreshed.  If  I  got  three  or  four  calls  during  the 
night  that  I  had  to  make  judgments  on — should  I  see  them,  could 
I  do  it  over  the  phone — the  stress  grew  immensely.  It  is  because 
of  this  that  I  feel  many  of  the  primary  care  physicians  do  not  want 
to  stay  in  the  rural  areas  because  of  that  incredible  stress. 

Local  access  charges — we  need  some  help  with  it.  For  Hays  it  is 
$200  to  $300  per  month.  Ransom  is  60  miles  away  and  $1,200  per 
month.  Atwood  is  120  miles  or  so  and  the  quote  was  $8,000.  Those 
who  need  it  most  and  those  who  are  least  able  to  pay  it  have  the 
highest  charge.  We  would  plead  for  Medicare  reimbursement.  The 
concern  about  the  reimbursement  being  tried  in  Georgia  is  that 
they  reimbursed  both  the  consultant  and  the  primary  care  physi- 
cian, which  I  think  is  fine,  but  both  were  required  to  be  present. 
On  the  other  hand,  all  the  oncology  patients  were  seen  in  the  pres- 
ence of  a  nurse.  There  are  situations  where  the  physician  will  just 
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not  be  there  at  the  primary  care  end.  It  is  important  not  to  get  us 
caught  in  a  trap  that  makes  it  untenable  for  those  of  us  out  in  the 
country. 

The  system  lends  itself  well  not  only  to  physicians  but  to  mid- 
level  practitioners.  It  indeed  will  put  us  as  part  of  the  medical 
world  so  that  we  not  only  can  keep  up  but  we  can  excel.  We  have 
had  good  experience  with  it.  The  tape  Mr.  Roberts  has  I  would  en- 
courage any  of  the  committee  or  anybody  else  in  the  Congress  to 
see  it.  It  shows  you  what  happens  when  patients  are  seen  over  a 
distance.  I  think  it  gives  you  a  sense  of  what  is  possible  and  how 
appropriate  this  care  actually  can  be. 

I  appreciate  the  opportunity  to  speak  before  you  today. 

[The  prepared  statement  of  Dr.  Cox  appears  at  the  conclusion  of 
the  hearing.] 

The  Chairman.  Thank  you  very  much,  Doctor. 

Mrs.  Rasmussen,  aloha. 

STATEMENT  OF  TEENA  RASMUSSEN,  OWNER,  PARADISE 
FLOWERS  FARMS,  INC.,  ON  BEHALF  OF  THE  NATIONAL  FED- 
ERATION OF  INDEPENDENT  BUSINESSES 

Mrs.  Rasmussen.  Mr.  Chairman  and  Congressman  Roberts,  good 
afternoon  and  aloha  from  Hawaii.  My  name  is  Teena  Rasmussen. 
My  husband  and  I  own  Paradise  Flowers  Farms,  Incorporated  and 
employ  17  full-time  people  on  the  island  of  Maui.  We  are  producers 
of  fresh-cut  flowers  as  well  as  lei  flowers.  Today,  I  am  testifying  on 
behalf  of  the  National  Federation  of  Independent  Business,  NFIB. 

I  want  to  thank  you,  Mr.  Chairman,  for  inviting  NFIB  to  testify 
before  this  committee.  Since  1986,  NFIB  members  have  identified 
the  cost  of  health  insurance  as  their  No.  1  problem. 

Over  one-third  of  NFIB  members  are  located  in  rural  areas.  If 
they  are  not  directly  involved  in  a  farm,  almost  all  of  them  are  in 
some  manner  dependent  upon  farming  for  their  livelihood. 

As  you  consider  the  impact  of  health  care  reform  on  small  busi- 
ness and  the  agricultural  sector  of  our  economy,  my  home  State  of 
Hawaii  provides  many  lessons.  I  do  not  come  here  today  as  an  ex- 
pert on  the  Clinton  health  plan  or  the  employer  mandate  in  that 
plan.  I  am  not  here  to  discuss  various  theories  regarding  the  im- 
pact of  health  insurance  employer  mandate  on  small  business.  I  am 
here  to  tell  you  a  real  world  story  about  my  small  business  and 
about  how  employer  mandated  health  insurance  has  affected  my 
company,  my  employees,  and  business  in  my  State.  It  is  a  story  I 
believe  the  committee  will  find  instructive  as  Congress  moves 
ahead  on  this  important  national  debate  about  health  care. 

As  I  said,  I  am  here  today  to  speak  to  you  about  what  it  is  like 
doing  business  in  Hawaii  with  respect  to  our  employer  mandated 
Prepaid  Health  Care  Act.  Mr.  Chairman,  first  I  would  like  to  give 
you  a  brief  overview  of  the  conditions  in  which  my  company  oper- 
ates. 

In  my  opinion,  the  United  States  Government  made  a  conscious 
decision  in  recent  years  to  give  away  our  United  States  horticulture 
industry  to  South  America  and  Mexico.  Since  that  time  the  eco- 
nomic picture  has  been  bleak  for  our  industry.  Even  in  Hawaii,  out 
in  the  middle  of  the  Pacific,  thousands  of  pounds  of  South  Amer- 
ican and  Mexican  flowers  are  shipped  in  each  week.  No  duty  is 
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charged  whatsoever  to  South  American  growers,  and  very  little  is 
charged  to  Mexico.  And  yet  I,  as  an  American  grower,  am  asked  to 
pay  a  multitude  of  mandated  benefits  to  my  employees  and  am  still 
supposed  to  compete  in  this  so-called  free  world  market. 

My  point  here  is  that  some  Congressmen  will  think  that  if  an 
employer  mandate  for  health  care  is  passed,  that  businesses  can 
just  raise  their  prices  a  little  and  pass  the  cost  along.  But  I  want 
you  to  understand  that  in  our  industry  and  in  many  others  in  the 
United  States,  we  cannot  raise  our  prices.  If  we  did,  we  would  risk 
losing  our  entire  market  and  would  rapidly  be  closing  our  doors. 

The  foundation  of  the  Prepaid  Health  Care  Act  in  Hawaii  is  man- 
dated employer-provided  health  care  insurance.  Employers  must 
provide  coverage  for  employees  working  over  20  hours,  and  must 
provide  a  package  that  gives  benefits  equaling  or  exceeding  the 
State-defined  benefits  package.  Employees  are  allowed  to  contrib- 
ute to  those  benefit  costs  only  up  to  1.5  percent  of  their  monthly 
salary. 

At  present,  because  of  the  law,  Hawaiian  businesses  already  pay 
for  their  employee's  health  care.  You  will  find  that  most  businesses 
in  Hawaii,  mine  included,  want  to  be  able  to  cover  their  employees' 
health  care,  and  would  probably  preserve  that  coverage  even  if 
they  did  not  have  the  mandate.  In  fact,  during  1982,  when  Ha- 
waii's law  was  set  aside  while  being  challenged  in  court,  NFIB 
could  find  no  employers  that  dropped  the  health  coverage  for  their 
employees.  But  I  must  say  that  after  17  years  of  providing  health 
care  for  my  employees,  the  system  in  Hawaii  is  breaking  down  and 
getting  out  of  control. 

When  we  first  opened  our  doors,  we  provided  our  employees  and 
our  own  family  the  best  medical  plan  available.  We  paid  for  100 
percent  of  the  premiums  and  also  offered  the  plan  to  spouses  who 
were  not  covered  elsewhere.  We  went  way  beyond  what  the  law  re- 
quired. Year  by  year,  each  time  the  Hawaii  State  Legislature  met, 
a  new  group  of  providers  that  wanted  in  on  the  potential  health 
care  windfall  appeared.  The  first  thing  they  added  was  substance 
abuse  and  allowed  psychologists  to  be  providers.  We  started  seeing 
double  digit  increases  in  our  health  care  premiums  each  year.  We 
had  to  counter  this  with  cutting  our  budget  in  many  areas.  For  in- 
stance, we  would  hold  off  purchasing  a  new  piece  of  equipment  or 
would  slow  down  any  expansion  plans  we  might  have. 

Next,  the  Hawaii  State  Legislature  decided  that  everyone  in  Ha- 
waii had  the  right  to  in-vitro  fertilization.  Again,  we  saw  double 
digit  increases  in  medical  premium  costs.  At  this  point  we  were 
faced  with  a  more  difficult  situation.  We  had  to  hold  wages  at  the 
same  level  for  2y2  years  and  could  no  longer  afford  to  cover 
spouses'  health  premiums. 

In  recent  years,  the  story  is  the  same.  Every  year  we  see  double 
digit  increases  in  health  premiums,  wages  only  rising  2  to  3  per- 
cent, if  at  all,  and  dwindling  profits.  For  5  years  we  have  had  plans 
to  start  a  retirement  fund  for  our  employees  and  each  year  man- 
dated benefits  of  some  kind  or  another  have  made  us  cancel  those 
plans.  This  past  year  we  did  the  only  thing  that  was  left  to  us.  We 
lowered  our  insurance  plan  to  the  minimum  that  the  State  allows. 
So  now,  rather  than  offering  the  best  health  care  coverage,  we  offer 
the  bare  minimum. 
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This  is  upsetting  to  me  as  an  employer  and  hurts  the  morale  of 
my  employees.  Believe  me,  if  we  had  another  choice,  we  would  not 
have  done  this  because  this  affected  our  own  family's  health  insur- 
ance as  well,  since  we  are  employees  of  our  corporation. 

In  thinking  they  were  doing  employees  a  favor  by  increasing 
State  mandates,  the  State  of  Hawaii  only  caused  worse  hardship 
for  workers.  Their  wages  rose  at  slower  rates  and  they  ultimately 
received  less  health  care  than  they  previously  had.  We  are  at  a 
point  in  our  business  that  we  will  do  anything  to  avoid  hiring  one 
more  person — not  for  lack  of  need,  but  because  we  cannot  afford 
them. 

Hawaii's  health  director,  Dr.  John  Lewin,  has  claimed  that  Ha- 
waii's plan  is  the  best  and  that  employers  like  it.  What  he  does  not 
say  is  that  the  State  of  Hawaii  operates  under  a  different  set  of 
rules  for  their  own  employees.  They  exempted  themselves  from  the 
law.  They  can  charge  their  employees  up  to  40  percent  of  pre- 
miums, and  they  have  the  ability  to  hire  and  fire  employees  every 
30  days  to  avoid  paying  any  medical  premiums  at  all.  When  asked 
why  the  State  of  Hawaii  treats  their  own  employees  in  this  man- 
ner, they  say  that  if  they  had  to  cover  all  these  people,  it  would 
be  an  undue  burden  to  the  State  budget. 

I  implore  you  to  look  at  what  mandates  do  to  small  business  and, 
more  importantly,  to  the  people  they  employ.  I  am  against  govern- 
ment mandates.  A  business  Imows  much  more  about  what  it  should 
and  can  offer  to  employees.  Business  should  have  the  ability  to 
have  cafeteria  style  choices  in  offering  health  care  and  other  bene- 
fits. Market  forces  can  change  overnight,  but  government  laws  can 
stay  on  the  books  forever. 

Ladies  and  gentlemen,  the  days  of  the  government  throwing 
every  kind  of  cost  imaginable  to  business  is  over.  American  busi- 
nesses just  don't  have  it  to  give  anymore.  We  are  losing  out  daily 
to  foreign  competition.  We  have  cut  our  budgets  to  a  bare  mini- 
mum. The  only  place  left  to  cut  is  wages  and  jobs.  I  don't  like  that 
alternative. 

I,  as  a  Hawaiian  small  business  owner  and  on  behalf  of  NFIB, 
ask  the  Congress  to  pass  health  care  reform  without  an  employer 
mandate. 

Thank  you  for  your  attention. 

[The  prepared  statement  of  Mrs.  Rasmussen  appears  at  the  con- 
clusion of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Ms.  Hughes. 

STATEMENT  OF  SHARON  M.  HUGHES,  EXECUTIVE  VICE  PRESI- 
DENT, NATIONAL  COUNCIL  OF  AGRICULTURAL  EMPLOYERS, 
ALSO  ON  BEHALF  OF  THE  FARM  HEALTH  CARE  ALLIANCE 

Ms.  Hughes.  Thank  you,  Mr.  Chairman. 

I  appreciate  this  opportunity  to  testify  today  on  behalf  of  the  Na- 
tional Council  of  Agricultural  Employers  and  the  Farm  Health 
Care  Alliance.  My  name  is  Sharon  Hughes.  I  am  the  executive  vice 
president  of  NCAE  and  also  the  secretary/treasurer  of  the  FHCA. 
NCAE  is  the  only  national  association  representing  growers  and 
agricultural  organizations  exclusively  on  farm  labor  issues.  Nation- 
wide, the  council  represents  agricultural  employers  who  hire  about 
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75  percent  of  the  farm  workforce.  FHCA  is  a  coalition  of  agricul- 
tural associations  across  the  country  concerned  with  the  health 
care  issue. 

The  U.S.  farming  industry  has  a  large  stake  in  the  health  care 
reform  debate  and  wishes  to  play  a  responsible  and  constructive 
role  in  helping  shape  this  issue.  Our  producers  are  deeply  con- 
cerned about  the  cost  and  availability  of  health  insurance.  As  a  low 
profit  margin,  often  labor  intensive  industry,  we  have  been  affected 
more  than  most  employers  by  escalating  insurance  costs.  We  be- 
lieve that  Federal  action  is  needed  to  address  these  problems,  but 
do  not  believe  that  President  Clinton's  Health  Security  Act  is  the 
answer. 

We  do  believe  that  equitable  reform  should  include  universal  ac- 
cess to  health  insurance  through  insurance  reform.  This  reform 
should  include  guaranteed  issue  of  insurance  regardless  of  preexist- 
ing conditions,  portability  of  coverage,  and  Federal  assistance  on 
medical  premiums  for  low  wage  employees  and  the  unemployed. 
Surveys  have  shown  that  Americans  are  satisfied  with  their  cur- 
rent coverage.  They  are  simply  afraid  of  losing  that  coverage. 

The  Federal  Government  should  encourage  individual  and  em- 
ployer efforts  to  buy  or  provide  medical  insurance.  For  individuals, 
this  should  include  full  deductibility  of  reasonable  premiums  and 
the  ability  to  fund  medical  IRA's  for  long-term  care.  For  employers, 
it  should  include  maintaining  and  expanding  the  ability  to  self-in- 
sure; maintaining  and  expanding  ERISA  preemptions  from  State 
mandates;  and  no  imposition  of  new  fees  or  taxes  on  self-funded 
plans. 

Increased  competition  should  be  supported  in  the  form  of  vol- 
untary purchasing  alliances  to  help  smaller  employers  and  individ- 
uals achieve  better  purchasing  efficiencies.  Congress  should  reject 
the  establishment  of  large  Grovernment-run  bureaucracies  to  con- 
trol the  purchasing  of  health  insurance. 

Flexibility  is  key  to  devising  systems  appropriate  for  rural  Amer- 
ica. Many  farmers  obtain  their  insurance  coverage  through  associa- 
tion health  plans  provided  by  NCAE  and  FHCA  members.  Western 
Growers  will  be  submitting  testimony  to  this  committee  on  the  im- 
portance of  maintaining  these  t3T)es  of  plans  in  farm  communities 
where  self-funding  is  a  critical  component  because  of  the  reluctance 
of  the  insurance  industry  to  cover  seasonal  agricultural  workers. 
The  Clinton  plan  would  eliminate  these  plans. 

NCAE's  and  FHCA's  primary  concern,  however,  is  with  the  em- 
ployer mandates  in  several  of  the  health  care  reform  bills  before 
Congress.  We  strongly  urge  Congress  to  reject  the  concept  of  em- 
ployer mandates  which  would  lead  to  job  loss  and  a  reduction  in 
international  competitiveness.  A  recently  released  study  by  William 
M.  Mercer,  Incorporated  and  the  California  Workers'  Compensation 
Institute  shows  that  in  California  alone  agricultural  employers  will 
see  a  225  percent  increase  in  health  insurance  costs  with  a  man- 
date. That  translates  to  an  increase  from  $400  million  to  $1.3  bil- 
lion in  California. 

As  noted  above,  these  costs  cannot  be  passed  on  to  consumers  be- 
cause farmers  rarely  get  the  opportunity  to  set  their  own  prices  on 
commodities.  They  take  what  the  market  offers.  Mr.  Chairman,  47 
percent  of  California  growers  already  provide  insurance  for  their 
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workers.  The  impact  in  other  States  where  growers  do  not  typically 
provide  insurance,  especially  for  seasonal  workers,  will  be  worse. 
These  increases  in  an  industry  with  low-wage  workers  can  only  re- 
sult in  lost  jobs  through  cut-backs,  mechanization,  or  farms  going 
out  of  business. 

We  realize  that  the  President's  plan  calls  for  a  cap  on  employer 
premiums.  For  one  of  our  larger  growers,  this  cap  would  mean  that 
a  mandate  would  cost  7.9  percent  instead  of  11  percent  of  his  pay- 
roll. The  balance  will  be  subsidized  by  the  Federal  Government. 
But,  where  is  that  money  going  to  come  from?  We  predict  that  as 
the  true  cost  of  this  proposal  becomes  evident,  the  funds  for  the 
subsidy  will  come  from  higher  taxes,  increases  in  the  payroll  limits, 
or  additional  price  controls  which  may  result  in  a  deterioration  of 
medical  care. 

In  conclusion,  NCAE  and  FHCA  believe  that  reforms  that 
achieve  guaranteed  universal  access  and  provide  assistance  to  low- 
wage  employees  and  the  unemployed,  as  outlined  above,  will  go  a 
long  way  toward  solving  the  Nation's  health  care  needs.  Flexibility 
needs  to  be  maintained  in  the  system,  especially  in  rural  commu- 
nities. Self-insurance  plans  should  not  be  discouraged.  Voluntary 
multiple  health  alliances  are  vital  for  competition. 

These  measures  would  have  an  immediate  impact  on  the  cost 
and  availability  of  medical  care  while  building  on  the  strengths  of 
the  present  system.  Employer  mandates  will  only  serve  to  further 
erode  the  agricultural  economy.  Employer  mandates  do  not  achieve 
universal  coverage.  They  reduce  wages  and  eliminate  jobs. 

Thank  you. 

[The  prepared  statement  of  Ms.  Hughes  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Ms.  Bloomfield. 

STATEMENT  OF  SHIRLEY  BLOOMFIELD,  VICE  PRESIDENT, 
GOVERNMENTAL  AFFAIRS,  NATIONAL  TELEPHONE  COOPER- 
ATIVE ASSOCIATION 

Ms.  Bloomfield.  This  is  the  moment  you  have  all  been  waiting 
for — ^the  last  witness  here. 

It  is  my  pleasure  to  be  here  today  and  I  will  try  to  keep  my  re- 
marks brief. 

I  am  the  vice  president  of  government  affairs  for  the  National 
Telephone  Cooperative  Association.  We  represent  over  500  small 
rural  telephone  companies  and  cooperatives  in  rural  communities. 

Our  members  are  very  involved  in  economic  development 
projects.  A  lot  of  it  is  because  they  recognize  that  their  local  com- 
munity is  obviously  very  important  to  them  and  to  their  sustained 
successful  operation.  They  also  understand  that  health  care  access 
is  something  that  is  going  to  be  very  important  to  the  continued 
health  of  these  rural  communities.  They  have  been  trying  to  play 
a  role  in  making  sure  that  access  continues  to  be  available. 

One  of  the  things  we  are  finding  is  that  the  local  exchange  car- 
rier industry  has  gotten  very  involved  in  solutions  to  access  to 
rural  health  care  through  these  telemedicine  links  you  have  al- 
ready heard  about  today.  NTCA  is  also  unusual  in  that  we  also  are 
a  self-insured  entity.  We  provide  health  care  in  these  rural  commu- 
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nities  through  our  cooperatives  and  commercial  companies  to  their 
employers,  to  their  board  of  directors,  to  their  retirees,  and  to  their 

families. 

But  when  people  talk  about  the  telemedicine  links  and  how  excit- 
ing the  technology  is,  one  of  the  things  that  must  be  acknowledged 
is  that  there  is  a  cost  connected  with  this.  The  cost  dilemma  is 
really  twofold.  One,  you  have  the  transmission  cost  that  we  see  in 
terms  of  installing  the  transmission  equipment.  That  is  the  cost  the 
telephone  companies  would  bear  in  terms  of  actually  putting  the  fa- 
cilities in  place  and  taking  care  of  that. 

Two,  the  costs  associated  with  actually  doing  the  video  equip- 
ment for  the  end  user  as  well  as  the  transmission  fees  that  the  hos- 
pitals, clinics,  and  local  providers  are  forced  to  pay  on  a  monthly 
basis.  We  have  a  lot  of  members  across  the  country  in  States  like 
Texas  and  Kansas.  We  do  have  a  few  programs  in  Arkansas,  Mon- 
tana, Wisconsin — all  across  the  country  where  these  small  compa- 
nies are  trying  to  put  these  interactive  networks  together.  We  are 
finding  them  to  be  very  successful. 

They  are  using  them  for  purposes  that  range  from  nursing  train- 
ing programs  all  the  way  to  fully  interactive  diagnostic  networks, 
again,  because  these  people  are  serving  their  own  communities  and 
obviously  recognize  the  importance  of  access  to  health  care. 

In  terms  of  the  industry-side  cost  of  the  equation,  we  are  very 
fortunate  to  have  the  REA  telephone  loan  program  in  place.  The 
program,  as  you  obviously  well  know,  is  charged  with  making  loans 
to  both  furnish  and  improve  rural  telephone  service.  This  commit- 
tee was  key  when  Congress,  passed  some  restructuring  legislation 
last  year  that  would  allow  the  industry  to  continue  to  meet  that 
objective. 

Unfortunately,  this  administration  in  the  fiscal  year  1995  budget 
proposal  ignored  the  restructuring  initiative  and  instead  called  for 
program  cuts  totalling  $90  million.  The  administration  also  pro- 
posed to  cut  funding  for  the  REA  distance  learning  and  medical 
link  program  that  was  created  to  help  defray  the  end-user  cost — 
the  cost  for  the  hospitals  and  schools  to  purchase  their  end  of  the 
equipment.  In  fact,  they  recommended  a  funding  of  a  mere  $5  mil- 
lion, which  is  barely  enough  to  even  do  any  type  of  demonstration 
projects. 

The  program  is  currently  authorized  to  go  all  the  way  up  to  $60 
million.  So  we  would  certainly  encourage  Congress  to  consider  in- 
creasing that  funding  to  an  acceptable  level. 

We  are  also  very  disappointed  that  this  is  coming  from  an  ad- 
ministration that  has  been  so  involved  in  the  information  highway 
and  getting  the  network  development  out  there.  We  think  that  par- 
ticularly rural  America  needs  to  be  connected.  I  think  if  these  pro- 
grams would  be  appropriately  funded,  there  is  very  little  our  indus- 
try could  not  accomplish  with  the  existing  mechanisms  in  place. 

As  I  also  alluded  to  earlier,  we  also  are  responding  to  health  care 
access  in  other  ways  in  that  we  do  maintain  a  group  health  care 
program  and  we  do  provide  coverage  to  members  all  across  the 
country  and  to  their  employees,  families,  and  beneficiaries.  We  are 
very  proud  of  our  program  and  we  find  that  we  are  able  to  handle 
managed  care  arrangements  to  contain  health  care  costs. 
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While  we  have  not  taken  any  formal  position  on  any  of  the 
health  care  proposals  that  are  out  there,  we  are  very  concerned 
about  some  of  the  aspects  of  managed  competition.  As  it  has  been 
mentioned  before,  competition  in  rural  areas  is  not  always  effective 
and  doesn't  always  work  because  you  seldom  have  the  economies 
of  scale  to  support  one  existing  system. 

We  also  are  very  concerned  about  forcing  small  employers  into 
mandatory  purchasing  pools  because  we  are  afraid  that  that  would 
make  health  care  in  rural  communities  even  more  expensive.  We 
are  also  concerned  about  organizing  these  alliances  around  a  met- 
ropolitan statistical  area  that  would  bring  in  the  rural  communities 
paying  for  the  problems  that  might  arise  in  the  urban  areas. 

So  we  also  have  been  in  an  unusual  situation  in  that  NTCA's 
health  care  plan  has  been  given  an  opt  out  in  the  President's  budg- 
et. But  even  with  our  opt  out,  we  are  very  concerned  about  a  lot 
of  the  penalties  and  additional  taxes  that  will  be  imposed  on  a  pro- 
gram such  as  ours,  again,  providing  health  care  in  areas  where  a 
lot  of  insurers  have  no  interest  in  coming  out  to  serve. 

So  while  this  Nation  has  spent  an  enormous  amount  of  time,  en- 
ergy, and  money  on  programs  and  initiatives  that  don't  work,  we 
would  encourage  Congress  to  go  ahead  and  give  their  approval  and 
support  to  programs  and  initiatives  that  are  working.  Our  group 
health  plan,  REA  financing  and  development  programs,  and  the 
rural  local  exchange  carrier  industry's  leadership — I  think  through 
all  those  we  are  willing,  able,  and  already  out  there  doing  the  job. 

Thank  you  very  much. 

[The  prepared  statement  of  Ms.  Bloomfield  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Mr.  Roberts. 

Mr.  Roberts.  Mr.  Chairman,  I  just  want  to  thank  all  the  very 
patient  witnesses.  I  have  a  feeling  that  maybe  we  should  have  put 
these  folks  on  first  so  that  the  television  cameras  could  have  cov- 
ered their  very  pertinent  remarks  more  especially  in  regards  to  the 
practical  effect. 

Every  witness  still  here  has  had  a  lot  of  experience  in  the  field 
and  can  fully  recognize  what  lurks  under  the  banner  of  reform  and 
the  law  of  unintended  effects.  We  don't  need  to  reinvent  the  wheel 
so  much  as  we  need  to  make  it  work  better. 

I  want  to  thank  them  again  for  their  testimony,  more  especially 
the  young  lady  from  Hawaii.  A  special  bouquet  to  you  in  terms  of 
the  practical  effect  of  what  faces  the  independent  businessperson. 
I  am  going  to  take  your  testimony  and  send  it  to  every  Member  of 
Congress.  I  think  it  is  that  important. 

I  thank  you  all  for  your  testimony  and  more  especially  for  your 
patience. 

The  Chairman.  Dr.  Weber,  you  heard  my  question  to  Dr.  Myers. 
Do  you  have  any  comment?  I  saw  you  nodding  affirmatively  in  the 
background. 

Dr.  Weber.  In  regard  to  nutrition,  I  really  believe  that  there 
should  be  a  twofold  effort.  Of  course,  the  first  has  been  alluded  to, 
which  is  educational,  as  early  as  you  can  start  educating  young 
people  in  our  schools  and  the  school  lunch  program.  The  second 
and  very  important  aspect  in  any  health  lifestyle  endeavor  is  moti- 
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vation.  We  as  physicians  make  many  diagnoses,  we  have  great 
treatments,  we  are  able  to  educate  people  and  explain  it  to  them 
in  words  they  can  understand,  but  if  we  can't  motivate  people  we 
are  liable  to  lose  it  all. 

Certainly,  nutrition  is  taught  in  the  medical  schools.  As  a  family 
physician,  I  look  at  myself  as  a  motivator  to  tell  people  the  aspects 
of  a  health  lifestyle  of  which  good  nutrition  is  basic. 

Certainly,  it  has  already  been  said,  but  the  assistance  that  we 
derive  from  nurses,  nurse  practitioners,  physician  assistants,  and 
dietitians  is  cardinal  to  carrying  nutritional  education  out  because 
of  time  constraints.  Physicians  need  to  be  the  motivator.  If  I  tell 
someone  that  they  need  to  stop  smoking  or  that  they  need  to  lose 
weight  and  I  am  able  to  motivate  them,  then  I  have  many  able  as- 
sistants that  can  really  teach  them  the  nuts  and  bolts.  But  to 
change  people's  lifestyle,  you  need  to  motivate  them. 

The  Chairman.  So  where  will  we  do  that?  Back  to  the  home  in 
the  beginning? 

Dr.  Weber.  I  do  this  every  day  in  my  family  practice.  Certainly, 
certain  areas — such  as  diabetes  and  vascular  disease — taking  a  lit- 
tle time  to  motivate  people  is  easier.  Perhaps  our  whole  society  suf- 
fers from  ovemutrition  and  poor  eating  habits.  The  educational 
thrust  needs  to  start  as  early  as  you  possibly  can.  The  home  is  a 
place,  the  kindergartens,  public  schools,  colleges,  et  cetera.  This  is 
a  multifaceted  approach  to  a  very  important  issue  in  American 
health. 

The  Chairman.  But  how  would  we  incorporate  any  aspect  of  that 
into  a  universal  health  plan  of  some  kind? 

Dr.  Weber.  I  t^ink  that  is  part  of  prevention.  I  think  prevention 
is  so  important.  We  emphasize  that  very  much  so  in  primary  care 
and  in  family  practice.  Certainly,  adequate  and  proper  nutrition  is 
a  very  important  part  of  preventive  medicine.  We  do  it  every  day 
and  it  doesn't  take  too  long,  but  you  have  to  motivate  the  people 
to  change  their  behavior.  That  is  being  done  more  and  more  suc- 
cessfully. 

Mr.  Roberts.  Could  I  ask  a  question,  Mr.  Chairman? 

The  Chairman.  Sure. 

Mr.  Roberts.  I  hope  we  don't  get  into  the  business  of  mandating 
nutritional  guidelines.  Government-approved  guidelines,  as  part  of 
the  overall  package. 

In  the  scheme  of  things,  is  stress  just  as  important  in  regards  to 
wellness  as  perhaps  nutrition? 

Dr.  Weber.  There  are  many  aspects  to  wellness. 

Mr.  Roberts.  But  stress  is  important? 

Dr.  Weber.  One's  genes,  one's  nutrition,  the  stress  of  life — it  is 
probably 

Mr.  Roberts.  Let  me  reflect  on  the  stress  of  life  and  all  the  nu- 
tritional terrorists  who  are  telling  me  what  to  eat  and  what  not  to 
eat.  I  can't  have  half-and-half  in  my  coffee  anymore.  I  am  not  even 
supposed  to  drink  coffee.  I  can't  have  sugar  in  there.  I  can't  eat  my 
favorite  cereal.  The  chairman  and  I  just  sneaked  one  of  these 
things  of  peanuts,  which  is  against  his  diet.  I  read  somewhere  that 
if  I  don't  eat  meat — and  that  really  gets  me — that  I  am  going  to 
live  8  more  days,  Mr.  Chairman.  [Laughter.] 
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If  I  am  88  years  old  in  a  nursing  home,  sir,  and  I  get  to  live  8 
more  days,  there  is  such  a  thing  as  quality  of  life.  I  just  hope  that 
maybe  we  put  a  stress  pressure  cooker  there  along  with  all  these 
mandates  in  terms  of  nutrition.  Good  nutrition  is  in  the  eyes  of  the 
beholder.  I  still  think  that  my  grandmother  said  it  best,  "When  we 
eat  a  little  bit  of  everjrthing  we  will  be  all  right." 

It  worries  me  on  who  would  be  in  charge  of  the  mandated  nutri- 
tional program  we  would  have.  [Laughter.] 

The  Chairman.  Stress  is  getting  up  in  the  morning.  [Laughter.] 

Dr.  Weber.  Losing  one's  freedom  and  being  told  what  to  do  and 
not  to  do  under  mandates  is  indeed  stressful. 

The  Chairman.  Dr.  Moffat,  not  wanting  to  get  into  the  Canadian 
medical  system,  your  explanation  or  statement — I  would  say  that 
there  aren't  enough  doctors. 

Dr.  Moffat.  Mr.  Chairman,  if  you  talk  to  the  politicians  in  Can- 
ada, one  of  our  problems  is  that  we  have  too  many  doctors.  In  fact, 
doctors  are  no  longer  providers,  we  are  perpetrators  in  Canada.  We 
are  responsible  for  the  downfall  of  the  health  care  system.  That  is 
seen  almost  as  a  daily  event  in  all  the  major  newspapers  and  tele- 
vision stations.  Doctors,  per  se,  are  responsible  for  the  problems  of 
health  care  in  Canada. 

I  think  this  has  partly  led  to  what  is  happening  where  I  am  now 
living.  We  are  recruiting  Canadian  physicians.  This  is  an  untapped 
resource  as  far  as  rural  America  is  concerned.  Some  Canadian  doc- 
tors who  share  some  of  my  feelings  about  this  have,  in  my  view, 
seen  the  light  and  are  now  moving  to  rural  America. 

The  Chairman.  Not  knowing  an3d;hing  about  it,  I  just  wondered 
if  those  long  lines  mean  that  there  are  less  doctors. 

Dr.  Moffat.  Yes,  sir,  there  are  long  lines.  It  is  not  because  there 
aren't  enough  physicians.  Indeed,  if  you  look  at  the  breakdown  of 
physicians  in  Canada,  we  are  about  50/50  between  specialists  and 
family  practitioners.  That  allows  patients  to  have  reasonably  good 
access  to  their  family  doctor.  Indeed,  we  talked  about  sniffles  this 
morning.  A  lot  of  what  family  doctors  are  seeing  in  Canada  is  snif- 
fles. 

But  when  you  actually  get  down  to  specialist  care  or  in-hospital 
care  or  care  that  requires  a  significant  dollar  value,  that  is  where 
the  lines  begin. 

The  Chairman.  Ms.  Lambert. 

Ms.  Lambert.  I  have  just  one  quick  question.  I  know  everyone 
has  been  extremely  patient. 

Certainly,  I  want  to  note  that  the  witness  list  has  Dr.  Weber 
being  from  Washington,  DC,  but  he  is  originally  from  Arkansas.  I 
just  wanted  to  make  sure  we  still  claim  him.  [Laughter.] 

My  question  stems  on  that.  I  know  Dr.  Weber  alluded  to  some 
of  it  earlier. 

When  you  talk  about  increasing  the  number  of  family  practition- 
ers out  there — the  family  doctor — if  you  decrease  the  number  of 
specialists,  do  we  have — we  have  excellent  quality  health  care  in 
this  Nation.  If  we  decrease  the  number  of  specialists,  in  a  sense, 
are  we  decreasing  the  quality  of  health  care  or  decreasing  the  ad- 
vancement of  that  quality  health  care? 
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Dr.  Weber.  I  think  to  increase  the  number  of  family  physicians 
we  need  to  completely  restructure  the  medical  education  funding. 
I  think  that  answers  that. 

Ms.  Lambert.  So  we  are  not  looking  at  a  decrease  in  the  special- 
ist, but  perhaps  an  increase  in  doctors  or  physicians  altogether? 

Dr.  Weber.  Yes,  I  think  that  is  true.  I  think  there  may  be,  by 
residency  allocation — some  specialties  will  perhaps  decrease  slight- 
ly but  not  greatly.  Some  physicians  who  are  subspecialists  in  medi- 
cine may  retrain  as  primary  care  doctors,  in  the  future,  so  that  we 
have  a  more  balanced  physician  workforce  that  will  really  take  care 
of  the  needs  of  the  people. 

I  certainly  would  not  want  for  this  to  diminish  the  importance 
of  specialists  in  our  system.  But  we  don't  have  enough  primary 
care  doctors.  Patients  come  to  doctors  with  symptoms.  That  doctor 
is  a  primary  care  doctor,  who  needs  to  be  out  there  to  sort  those 
symptoms  out,  to  accurately  tell  what  is  wrong  with  people,  and 
then  to  quickly  help  people  get  in  the  hands  of  a  specialist,  if  that 
is  needed. 

Ms.  Lambert.  That  is  one  of  the  questions  that  has  been  raised 
in  my  district  quite  frequently  when  we  talk  about  eye  care,  per- 
haps, or  other  areas  where  you  have  specialists  in  the  area  of 
whatever  the  malady  might  be.  Is  it  necessary  to  go  through  a  fam- 
ily physician  if  you  have  an  eye  accident?  Do  you  need  to  go 
straight  to  an  ophthalmologist  or  an  optometrist?  Would  that  be 
something 

Dr.  Weber.  Many  times  that  is  true,  but  most  of  the  time  that 
really  isn't  true.  People  really  don't  know  whether  their  upper  ab- 
dominal pain  is  their  heart  or  their  stomach  or  their  lung  or  what 
the  real  problem  is.  Actually,  they  can  save  a  lot  of  time  and  be 
helped — and  it  is  part  of  the  job  that  I  do,  personally,  every  day. 
When  people  need  specialty  care,  I  pride  myself — unlike  in  Canada 
as  I  just  heard — of  getting  them  there  right  away.  I  send  them  to 
somebody  that  I  would  go  to  personally.  I  usually  know  this  person 
very  well. 

As  a  matter  of  fact,  I  am  concerned  about  managed  care  systems 
where  we  occasionally  are  faced  with  a  panel  of  physicians  where 
we  don't  know  anybody.  We  haven't  seen  them  work,  we  don't  know 
who  is  good,  and  we  don't  know  who  has  special  interests.  But  we 
do  pride  ourselves  in  helping  our  patients  get  the  appropriate  care. 

Research  actually  bears  this  out  that  when  people  first  see  a 
good  primary  care  doctor,  a  family  physician,  they  not  only  get 
more  efficient  and  more  rapid  referral  and  care  by  specialists,  but 
the  overall  cost  of  medical  care  is  decreased  by  about  one-third.  If 
they  go  to  the  wrong  subspecialist  first,  then  they  must  be  referred 
to  another.  The  primary  care-based  system  is  much  more  efficient 
and  much  more  cost-effective. 

Ms.  Lambert.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much. 

I  thank  all  of  you. 

May  I  advise  that  there  were  some  organizations  or  individuals 
who  wished  to  submit  statements.  The  record  will  remain  open  for 
a  reasonable  time  for  others  to  submit  statements. 

We  thank  you  all  for  being  here.  Your  testimonies  will  be  of  great 
value  to  us  and  to  the  other  committees. 
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The  committee  will  stand  adjourned  subject  to  the  call  of  the 
Chair. 

[Whereupon,  at  3:05  p.m.,  the  committee  was  adjourned,  to  re- 
convene subject  to  the  call  of  the  Chair.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 
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Mr.  Chairman,  Mr.  Roberts,  Members  of  the  Committee,  I  am 
pleased  to  have  the  opportunity  to  be  a  part  of  this  important 
hearing  today  on  rural  health  care.   I  believe  it  is  important 
that  this  issue  receive  the  attention  that  it  deserves  during 
debate  on  reform  of  our  nation's  health  care  system.   I  also 
thank  Congressman  Ewing,  who  is  co- chair  of  the  Congressional 
Rural  Caucus,  for  his  tireless  work  on  rural  issues. 

While  health  care  reform  can  be  a  highly- charged,  political 
issue,  I  hope  we  can  put  partisan  issues  aside  to  do  what  is  best 
for  the  nation,  including  those  of  us  who  reside  in  rural 
communities  of  our  country.   This  Committee  has  succeeded  before 
on  agriculture  issues  and  I  hope  we  can  have  the  same  kind  of 
success  on  health  care. 

With  over  25  percent  of  the  population  in  our  nation  living 
in  rural  areas,  it  is  crucial  that  reform  take  into  consideration 
the  unique  problems  in  rural  areas.   As  many  of  my  colleagues 
know,  the  primary  discussion  in  rural  areas  about  health  care 
reform  is  not  focused  on  the  structure  of  alliances  or  the 
composition  of  the  standard  benefits  package,  but  is  concerned 
about  the  financial  stability  of  the  community  hospital  or 
recruitment  of  a  new  town  doctor. 


In  the  past,  the  Cong 
of  rural  America  through  t 
the  National  Health  Servic 
Centers,  and  the  Essential 
Primary  Care  Hospitals.  I 
are  currently  designated  a 
Referral  Centers  or  Medica 
have  served  to  improve  ace 
located,  they  are  only  pie 
that  needs  a  broader,  more 


ress  has  attempted  to 
he  creation  of  several 
e  Corps,  Community  and 

Access  Community  Hosp 
n  fact,  48  percent  of 
s  Sole  Community  Provi 
re  dependent.  While  t 
ess  to  services  in  are 
cemeal  attempts  to  add 

long-term  approach. 


address  the  needs 
programs  such  as 
Migrant  Health 
ital  and  Rural 
rural  hospitals 
ders.  Rural 
hese  programs 
as  where  they  are 
ress  a  problem 


As  my  colleagues  know,  the  problems  in  rural  America  are 
many  and  complex.   Rural  residents  have  lower  average  incomes  and 
higher  poverty  rates  than  do  urban  residents.   It  is  increasingly 
difficult  to  recruit  and  retain  the  variety  of  qualified  health 
personnel  that  are  needed.   The  occupancy  and  admission  levels  of 
many  rural  hospitals  are  making  it  more  difficult  for  rural 
hospitals  to  stay  financially  viable.   Added  to  these  problems 
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are  the  additional  burdens  that  may  be  placed  on  rural  providers 
under  health  care  reform. 

Reform  legislation  must  take  into  consideration  the  fact 
that  providers  in  rural  areas  will  need  additional  assistance  in 
adapting  to  a  new  system.   In  addition,  any  new  requirements  for 
information  reporting  or  quality  of  care  must  take  into  account 
the  resources  available  in  rural  areas.   As  anyone  who  has  talked 
to  a  rural  doctdr  recently  will  tell  you,  they  are  very  concerned 
that  reform  will  lead  to  more  regulations  and  may  not  make  it 
financially  feasible  for  them  to  stay  in  business. 

There  is  certainly  the  potential  to  greatly  improve  access 
to  quality  care  in  rural  areas,  particularly  through  the 
implementation  of  new  technologies,  such  as  telemedicine,  and 
creating  networks  of  providers. 

Again,  I  am  pleased  that  the  Committee  is  holding  this 
hearing  today.   I  am  concerned  that  provisions  of  health  care 
reform  intended  to  address  health  care  in  rural  areas  will  be 
overshadowed  by  larger  issues  of  reform,  and  not  receive  the 
attention  that  they  need  and  deserve.   These  provisions  are 
extremely  important  to  the  numerous  communities  across  our  nation 
that  have  experienced  the  closure  of  their  only  hospital  or  the 
loss  of  their  town  doctor. 

While  we  may  not  agree  on  the  framework  for  health  care 
reform,  I  hope  that  we  can  work  in  a  bipartisan  manner  to  address 
the  needs  of  rural  Americans.   As  Chair  of  the  Congressional 
Rural  Caucus,  I  am  pleased  that  the  Rural  Policy  Research 
Institute  (RUPRI)  will  be  with  us  today  to  discuss  the  findings 
of  an  analysis  that  was  requested  by  the  Caucus  and  the  Rural 
Health  Care  Coalition. 

I  also  believe  it  is  important  to  recognize  the  hard  work  on 
this  issue  by  Mr.  Stenholm  and  Mr.  Roberts,  as  co-chairs  of  the 
Rural  Health  Care  Coalition.   For  years,  the  Coalition  has  served 
as  the  only  voice  in  Congress  to  ensure  that  rural  health  care 
needs  are  being  addressed.   I  look  forward  to  hearing  from  the 
other  panelists  participating  today  to  hear  their  views  on  this 
important  issue. 

Thank  you . 
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UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

REGARDING  RURAL  HEALTH  CARE  POLICY 

Presented  by  Dean  R.  Kleckner,  President 
American  Farm  Bureau  Federation 

March  17,  1994 


Mr.  Chairman,  I  would  like  to  express  special  thanks  to  you  and  the 
committee  members  for  providing  this  fonmi  for  all  of  us  who  reflect  a  rural  point 
of  view  on  health  care. 

The  American  Farm  Bureau  is  the  nation's  largest  general  farm 
organization  representing  all  50  states  and  Puerto  Rico  with  a  membership  of  4.2 
million  member  families. 

At  our  January  1994  annual  meeting  in  Ft.  Lauderdale,  Florida,  our  voting 
delegates  adopted  policies  in  regard  to  health  and  nutrition.   A  copy  of  those 
policies  is  attached. 

Our  policy  states  we  strongly  support  efforts  to  improve  the  present  health 
care  delivery  system.  We  favor  direct  government  financial  assistance  for  those 
who  are  economically  unable  to  pay  for  health  care  needs. 

We  feel  that  whatever  the  final  results  might  bring  in  major  health  care 
legislation,  there  should  be  a  sensitivity  and  special  attention  given  to  rural 
people.   This  should  be  done  not  because  the  rural  areas  are  any  better  than 
others,  it's  just  that  they  are  different. 

In  ovir  approach  to  the  health  care  debate  this  year,  we  haven't  rejected 
everything  in  any  of  the  major  proposals,  but  we  haven't  embraced  everything 
either. 

For  example,  we  find  favor  with  the  Administration's  proposal  to  allow  100 
percent  deduction  for  health  care  premiums  paid  for  by  the  self-employed.   On  the 
other  hand,  we  cannot  support  employer  mandates  and  mandatory  alliances. 

Therefore,  today,  I  will  propose  a  set  of  improvements  and  hopefully  identify 
some  of  the  legislative  proposals  that  would  carry  out  these  proposals. 

I  will  try  to  concentrate  on  those  provisions  which  this  committee  can  work 
on  with  other  committees  to  especially  help  conditions  and  problems  facing 
farmers,  ranchers  and  other  rural  people. 
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Effective  health  care  policy  for  rural  areas  will  be  a  combination  of  national 
public  policy  on  health  care  and  policies  that  address  specific  concerns  of  rural 
areas.   Farm  Bureau  has  taken  an  active  interest  in  both  sets  of  policy  issues. 

On  policies  that  affect  all  citizens,  we  have  focused  on  federal  tax  poHcy, 
training  of  health  care  professionals,  regulation  of  health  care  providers  and 
health  insurance,  and  consumer  choice.   Specific  rural  issues  we  have  addressed 
include:  communication  systems,  emergency  transfer  systems,  regulatory 
flexibility  for  providers,  encouragement  of  health  care  professionals  to  locate  in 
rural  areas  and  adequate  reimbursement  under  medicare  and  medicaid. 

I  will  first  address  the  rural  issues  and  then  some  of  the  overall  national 
health  care  poUcy  issues. 

The  worldwide  revolution  in  communication  systems  is  bringing  the  world 
closer  together.  That  is  of  special  benefit  to  rural  residents.  Health  care 
providers  in  rural  areas  have  often  been  isolated  from  their  urban  counterparts  in 
diagnosis  of  conditions,  treatment  of  conditions  and  in  continuing  education.   New 
commvmication  systems  are  connecting  rural  providers  to  their  lu-ban 
counterparts. 

Many  of  these  communication  systems  have  high  start-up  costs  and  must 
overcome  regulatory  bottlenecks.  Farm  Bureau  supports  federal  grants  to  fund 
these  costs,  and  the  regulatory  flexibility  to  allow  these  systems  to  adapt  to  the 
unique  needs  of  niral  areas. 

With  closings  of  rural  hospitals,  or  their  transition  to  clinics,  and 
development  of  new  technology  that  can  treat  conditions  that  were  once  considered 
hopeless,  emergency  transportation  systems  have  become  more  vital.  Rural 
hospitals  are  often  the  first  stop  after  an  injury  or  onset  of  an  illness  to  stabilize 
patients  before  moving  them  to  larger  facilities  for  more  specialized  treatment. 

Farm  Bureau  supports  grants  to  help  pay  for  the  high  cost  of  establishing 
these  emergency  transfer  systems.  The  grants  should  provide  flexibility  so  that 
communities  can  choose  which  modes  of  transportation  may  be  most  appropriate 
for  their  specific  needs. 

With  the  continued  changes  in  technology,  communication  and 
transportation,  and  a  smsdler  population  base,  rural  health  care  providers  often 
operate  in  a  different  manner  than  their  urban  counterparts.   Regulating  rural 
providers  in  the  same  maimer  as  urban  providers  often  increases  the  cost  of  care 
to  the  point  that  rural  providers  can  no  longer  afford  to  stay  in  business.  Rural 
providers  must  be  given  the  regulatory  flexibility  to  meet  the  needs  of  rural 
residents.  Many  of  these  regulations  are  state  government  regulations,  but 
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federal  niles  under  medicare  and  medicaid  and  federal  regulations  such  as  those 
on  laboratories  have  a  major  impact  on  the  availability  of  care. 

Closely  tied  to  the  items  mentioned  above  are  the  training  of  health  care 
professionals  and  economic  incentives  for  them  to  locate  in  rural  areas.  You  have 
already  heard  much  about  the  need  to  train  more  primary  care  physicians  who 
have  an  interest  in  serving  rural  areas.   Equally  important  are  mid-level 
practitioners,  like  physician  assistants,  nurse  practitioners  and  nurse  midwives. 
They  must  be  trained  and  have  the  regulatory  flexibility  to  meet  the  needs  of 
rural  people  and  the  financial  incentives  to  locate  in  rural  areas.   Even  if  we 
immediately  began  to  train  more  primary  care  physicians  and  gave  them 
incentives  to  locate  in  rural  areas,  it  would  probably  be  20  or  30  years  before  we 
had  enough  primary  care  physicians  to  meet  the  needs  of  rural  areas.   This  void 
must  be  filled  by  mid-level  health  practitioners. 

Federal  government  policies  can  help  this  situation  by  providing  financial 
assistance  to  train  more  primary  care  physicians  and  mid-level  professionals, 
providing  tax  and  other  incentives  for  these  professionals  to  locate  in  rural  areas 
and  providing  regulatory  and  pa3Tnent  flexibility  luider  medicare  and  medicaid. 
The  payment  issues  under  the  medicare  and  medicaid  programs  are  particularly 
important  because,  as  all  of  you  know,  rural  providers  are  substantially  underpaid 
under  the  current  programs. 

Virtually  every  major  health  plan  calls  for  m^or  savings  under  medicare 
and  medicaid.  We  agree  that  these  programs  cannot  continue  to  grow  at  double 
digit  rates.  Neither  the  federal  budget  nor  state  budgets  can  afford  these  rapid 
growth  rates.   But,  nu-al  providers  cannot  afford  to  take  further  cuts  in 
reimbursement  rates.   Cost  shifting  to  private-pay  patients  is  already  a  problem  in 
rural  areas,  emd  these  proposals  can  only  make  the  situation  worse. 

We  are  encouraged  by  a  number  of  proposals  that  would  fundamentally 
reform  medicaid  and  allow  medicare  recipients  to  opt  out  of  the  system  in  favor  of 
private  coverage.  We  are  not  prepared  to  support  a  specific  plan;  however,  we  do 
feel  these  proposals  are  worth  exploring  as  alternatives  to  the  continued  squeezing 
of  rural  providers  under  medicare  and  medicaid  and  the  shifting  of  costs  to 
private-pay  patients. 

As  noted  earlier,  any  policy  actions  for  rural  areas  can  only  work  if  they  fit 
in  with  overall  public  policy  that  impacts  all  citizens.  We  see  a  number  of 
national  policies  that  will  definitely  impact  rural  areas. 

At  the  top  of  ovir  list  is  federal  tax  policy  and  the  need  to  provide  equal  tax 
treatment  for  all  citizens.  The  self-employed  should  receive  the  same  tax 
incentives  to  purchase  health  care  plans  as  exist  for  employer-based  plans.  Since 
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many  self-employed  people  live  in  rural  areas,  this  will  greatly  benefit  rural  areas. 
This  same  tax  advantage  should  apply  to  employees  who  do  not  have  employer- 
based  plans,  since  rural  areas  have  many  small  employers  without  health  care 
plans.   We  see  equal  tax  treatment  for  employees  who  do  not  have  employer-based 
plans  as  a  far  better  approach  than  an  employer  mandate  that  would  be  hard  for 
small  employers  in  rural  areas  to  fund  and  manage. 

We  have  problems  with  proposals  such  as  the  mandatory  health  alliances 
under  the  President's  plan  and  the  mandatory  health  insurance  purchasing 
cooperatives  under  the  managed  competition  plans.   These  alliances  and 
cooperatives  would  be  created  by  state  governments  based  on  federal  guidelines. 
These  would  be  exclusive  for  an  area,  and  the  self-employed  and  small  employers 
would  be  required  to  purchase  health  care  from  them.  While  these  alliances  and 
cooperatives  would  be  required  by  law  to  ensure  that  rural  areas  are  adequately 
served,  the  reality  is  that  in  many  portions  of  the  country,  rural  residents  would 
be  a  small  part  of  the  total  alliance  or  cooperative.   Rural  consumers  and  rural 
providers  could  fall  through  the  cracks  in  the  system  and  have  no  way  to  make 
their  voices  heard. 

We  believe  that  cooperatives  should  be  voluntary  associations  of  purchasers 
formed  to  meet  mutual  needs,  and  should  be  controlled  by  the  members. 
Cooperatives  should  not  have  exclusive  state-granted  fi-anchises. 

Let  me  also  say  a  httle  bit  about  costs.  When  I  testified  earlier  this  year  at 
the  Health  Subcommittee  of  the  House  Ways  and  Means  Committee,  Chairman 
Stark  asked  me  the  biggest  health  care  problem  facing  farmers  and  ranchers.   I 
responded  that  it  is  cost,  and  I  cited  my  own  experience  in  that  regard. 

Upon  further  reflection  and  discussion,  I  feel  this  is  indeed  the  key  to  most 
rural  people-being  able  to  obtain  high  quaUty  care.  Thus  it  seems  apparent  that 
Congress  should  work  to  reduce  the  cost  of  health  care  insurance  and  should  resist 
increasing  costs  through  new  mandates  and  new  taxes. 

To  recap  some  of  what  I  have  said  earlier  and  to  help  the  committee 
identify  specific  legislation  that  can  be  a  model  for  further  perfection,  I  have  these 
specific  suggestions: 

(1)       Insurance  reform.  An  impetus  for  major  change  is  the  problem  of  the 
uninsured.   To  meet  this  need  and  still  retain  freedom  of  choice  and 
individual  responsibility,  I  would  hope  all  of  us  will  support  the  inclusion  of 
portability,  prior  existing  conditions  and  catastrophic  coverage  provisions  so 
that  every  American  will  have  a  reasonable  and  fair  opportimity  to  either 
purchase  or  obtain  basic  health  insurance.  As  a  model  for  this  approach,  I 
would  recommend  Senator  Gramm's  bill,  S.  1807. 
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(2)  Next,  I  believe  the  time  has  come  for  a  change  in  our  tax  laws  to 
allow  the  self-employed  a  100  percent  deduction  for  health  insurance  costs. 
A  good  bill  to  do  this,  sponsored  by  Senator  Dorgan,  is  S.  360  or 
Representative  Grandy^s  H.R.  162. 

(3)  The  tax  law  should  be  further  changed  to  set  up  a  "medi-save"  system 
similar  to  that  in  effect  on  Individual  Retirement  Accoimts.   We  recommend 
H.R.  3065  by  Representative  Jacobs  for  employer-based  health  care  plans 
and  H.R.  3413  by  Representative  Santonmi  for  individual-based  health  care 
plans. 

(4)  When  it  comes  to  rural  health  delivery  services,  family  practice  sits 
high  on  the  Ust  of  priorities.  We  support  the  concept  that  there  must  be  a 
conscious  and  concerted  effort  to  train  and  then  locate  general  practitioners 
in  smaU  towns  and  rural  areas.   Along  with  these  doctors,  other  medical 
disciplines  like  nurses  and  paramedics  should  also  be  encouraged.   The 
Administration's  bill  (H.R.  3600)  contains  some  constructive  suggestions  in 
this  regard. 

(5)  Another  effort  that  holds  promise  is  the  on-going  attempt  by  the 
health  care  industry  to  seek  uniform  and  simplified  reporting  and  claim 
forms. 

(6)  Finally,  I  recommend  those  proposals  which  aim  to  use  the 
remarkable  emerging  technology  of  the  computer,  the  television  set,  and  the 
telephone  to  bring  modem  telemedicine  to  Americans  from  across  our  great 
nation.   Legislation  to  encourage  this  effort  is  included  in  the 
Administration  bill,  H.R.  3600,  and  in  the  recommendations  of  the  House 
Rural  Health  Care  coalition. 

In  conclusion,  let  me  say  again  how  pleased  we  are  that  the  House 
Agriculture  Committee  is  taking  a  keen  interest  in  the  legislative  result  of  this 
great  national  debate.  Hopefully,  those  of  us  who  live  in  and  much  love  life  in  the 
country  will  find  our  friends,  our  families  and  our  neighbors  both  healthier  and 
happier  in  the  future. 

Attachment 
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Health  159 

We  believe  that  health  care  is  pnmarily  the  responsibility  of 
the  individual.  We  strongly  support  efforts  to  improve  the 
present  health  care  delivery  system.  Future  health  care  policy 
changes  should  embrace  the  following  principles: 

(1)  Promotion  of  personal  wellness,  fitness  and  preventive 
care  as  basic  health  goals; 

(2)  Minimal  government  intervention  in  decisions  between 
providers  and  receivers  of  health  care; 

(3)  Federal  tax  policies  that  encourage  individuals  to  prepare 
for  future  health  care  needs; 

(4)  Direct  government  financial  assistance  for  those  who  are 
economically  unable  to  pay  for  health  care  needs;  and 

(5)  Government  programs  like  Medicare  and  Medicaid  prop- 
erly compensating  providers. 

We  support: 

( 1 )  Patient's  right  to  choose  physicians  and  methods  of  treatment; 

(2)  Every  possible  effort  to  affect  cost  management  while 
providing  accessible  high  quality  health  care; 

(3)  The  development  of  legislation  that  will  lead  to  changing 
our  present  health  care  delivery  system  through  the  following: 

(a)  cost  incentive/rewards  (providers,  insurance  companies 
and  consumers); 

(b)  protection  against  monopolies;  and 

(c)  penodic  review  of  regulations. 

(4)  The  development  and  implementation  of  programs  to 
provide  incentives  for  consumers  to  practice  wellness  and  dis- 
ease prevention; 

(5)  Efforts  to  eliminate  or  significantly  reduce  cost  shifting  from 
Medicaid  and  Medicare  to  individuals  and  third-party  payers; 

(6)  Legislation  to  allow  100  percent  federal  income  tax 
credits,  PICA  credits,  or  tax  deductions  for  those  who  self- 
finance  their  health  insurance; 

(7)  The  reduction  of  state  and  federal  mandates  which  require 
certain  provisions  be  mcluded  in  all  health  insurance  policies; 

(8)  Greater  use  of  non-physician  providers,  such  as  physician' s 
assistants,  nurse  practitioners  and  midwives,  to  help  improve  the 
distribution  of  health  care; 

(9)  Efforts  of  medical  schools  to  train  additional  qualified 
family  physicians  who  intend  to  practice  medicine  in  niral  areas: 

(10)  Legislation  that  would  abolish  the  waiting  period  for 
those  who  transfer  or  sell  property  to  relatives  in  order  to  qualify 
for  Medicaid: 

(IDA  program  whereby  Medicaid  would  assume  nursing 
home  expenses  for  a  person  whose  net  worth  has  been  reduced 
10  520,000; 

(12)  Economic  inducements  at  state  and  local  levels  to  en- 
courage doctors  to  practice  in  rural  areas  and  the  restoration  of 
equiuble  Medicare  payments  to  rural  hospitals  and  physicians; 

(13)  Medical  industry  acceptance  of  Medicare  assignments; 

(14)  State  and  federal  government  policies  that  provide  incen- 
tives for  medical  and  mental  health  services  in  rural  areas; 

(15)  Residency  programs  to  provide  postgraduate  family 
physician  training  away  from  major  metropolitan-based  medi- 
cal training  centers; 

(16)  Privately  funded  optional  care  delivery  systems  such  as 
health  maintenance  organizations; 

(17)  Efforts  to  reduce  medical  malpractice  insurance  costs, 
including  limitations  on  certain  punitive  and  non-economic 
damage  awards; 


(18)  Programs,  including  education,  which  support  effons  lo 
eradicate  sexually  transmitted  diseases; 

(19)  Legislation  to  require  the  use  of  the  genenc  as  well  as  the 
trade  name  on  prescription  drugs; 

(20)  Closer  working  relationships  between  organizations  of 
family  physicians,  medical  societies  and  health  agencies; 

(21)  Education  of  physicians,  teachers  and  other  health  pro- 
fessionals to  include  the  clinical  application  of  sound  nutntional 
pnnciples; 

(22)  A  requirement  that  drug  manufacturers  label  all  inert  as 
well  as  active  ingredients  contained  in  medicmes; 

(23)  Third-party  payer  recognition  for  payment  of  outpatient 
treatment  and  preventive  measures; 

(24)  "Certificate  of  need"  ftinding  legislation  to  curb  the 
overbuilding  of  hospital  rooms; 

(25)  Research  leading  to  the  development  of  optional  treamient 
and/or  cures  for  terminal  diseases,  such  as  AIDS  and  cancer; 

(26)  The  belief  that  AIDS  is  a  health  issue  and  should  not 
become  a  civil  rights  issue; 

(27)  Federal  government  incentives  to  the  private  sector  for 
providing  long-term  health  care; 

(28)  Allowing  veterans  to  receive  medical  care  at  local  hospi- 
tals, to  lessen  costs  of  the  services  to  the  veteran  and  family  and 
increase  local  hospital  funds; 

(29)  The  use  of  innovations  such  as  surgical  centers  or 
outpatient  facilities  to  allow  consumers  to  opt  out  of  expensive 
hospital  costs  when  they  are  unnecessary; 

(30)  The  creation  of  medical  savings  accounts  that  would 
qualify  for  a  tax  credit  to  allow  Individuals  to  set  aside  money  in 
anticipation  of  future  health  care  costs;  and 

(31)  Consideration  of  a  voluntary  regional  insurance  purchas- 
ing cooperative  to  permit  individuals  and  small  companies  to 
receive  the  same  price  advantages  that  corporations  receive. 

We  oppose: 

( 1 )  Federal  govenunent  interference  with  private  enterpnse 
by  subsidizing  professional  medical  services; 

(2)  Legislation  or  regulations  that  would  jeopardize  present 
volunteer  emergency  medical  technician  (EMT)  systems; 

(3)  Federal  guidelines  that  would  close  the  obstetnc  wards  in 
hospitals  that  do  not  meet  annual  requirements  for  number  of 
births; 

(4)  Compulsory  national  health  insurance  and  a  national 
health  plan  in  any  form; 

(5)  Legislation  which  calls  for  employers  to  provide  employ- 
ees with  health  insurance  throughout  the  calendar  year  of  their 
employment; 

(6)  Any  legislation  that  would  discontinue  the  sale  of  vitamins 
and  herbs  as  over-the-counter  items.  Distribution  of  such  health 
items  should  be  permitzed  without  a  physician's  prescnpbon;  and 

(7)  Funding  for  abortion  or  euthanasia  in  any  federal  health 
care  program. 

Congress  should  not  try  to  guarantee  health  care  to  all  Ameri- 
cans by  federal  regulations. 

We  urge  more  restraint  and  supervision  by  the  medical  com- 
munity concerning  fetal  tissue  research. 
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Mr.  Chairman,  distinguished  members  of  the  Committee,  ladies  and 
gentlemen,  my  name  is  Perry  L.  Adkisson.  I  am  Chancellor  Emeritus  of  The 
Texas  A&M  University  System.  Prior  to  being  Chancellor,  I  served  several  years 
as  Deputy  Chancellor  for  Agriculture  and  was  in  charge  of  the  agricultural 
research,  teaching  and  extension  activities  of  The  System.  During  this  period  I 
became  interested  in  the  harmful  effects  of  diet  on  human  health  and  began 
thinking  about  how  research  might  be  directed  towards  the  development  of 
more  healthful  foods  that  might  prevent  diet-related  diseases.  It  is  my  purpose 
today  to  tell  you  of  the  potential  for  doing  this  and  to  request  your  support  of  the 
research  that  will  be  needed. 

In  the  1988  Surgeon's  General  Report  on  Nutrition  and  Health,  five  of  the 
ten  leading  causes  of  death  in  the  United  States  were  identified  as  diet-related 
diseases.  Included  were  certain  types  of  cancer,  coronary  heart  disease,  stroke, 
other  atherosclerotic  diseases,  and  diabetes  mellitus.    These  five  diseases  are 
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responsible  for  approximately  two-thirds  of  the  more  than  2.0  million  deaths  that 
occur  in  the  U.S.  each  year.  They  affect  millions  of  people  each  year  causing  loss 
of  productivity,  economic  hardship,  suffering  and  death.  Cure  of  these  diseases 
is  always  difficult,  costly  and  often  impossible.  For  these  reasons,  more  attention 
needs  to  be  directed  towards  prevention. 

Since  these  diseases  are  diet-related,  it  should  be  possible  to  prevent  them, 
delay  their  onset  or  lessen  their  severity.  The  Surgeon  General,  the  National 
Academy  of  Sciences,  the  U.S.  Department  of  Agriculture  (USDA),  the  National 
Institutes  of  Health  (NIH),  the  American  Cancer  Society,  the  American  Heart 
Association  and  numerous  medical  and  nutritional  specialists  suggest  that 
people  can  reduce  their  risks  to  these  diseases  by  modifying  their  dietary  habits, 
mainly  by  reducing  daily  intake  of  total  and  saturated  fat  and  by  increasing  the 
consumption  of  vegetables  and  fruits.  The  USDA  has  incorporated  these 
recommendations  in  its  dietary  guidelines  which  are  widely  distributed. 

All  the  above  recommendations  are  directed  towards  modifying 
consumption  of  meats,  oils,  vegetables  and  fruits  as  they  are  available  in  the 
grocery  store.  Few  have  suggested  that  research  should  be  done  to  modify  these 
products  by  breeding  techniques  which  would  enhance  those  properties  that 
might  aid  in  the  prevention  of  diet-related  diseases  and  eliminate  or  reduce 
naturally-occurring  compounds  that  are  harmful  to  health.  Because  food 
preferences  are  so  deeply  ingrained  in  people,  it  is  difficult  to  change  eating 
habits.  It  would  be  a  much  better  solution  to  modify  the  composition  of  foods  so 
that  a  person  might  eat  what  he/she  likes  with  greater  health  benefits  and 
without  harmful  effects.  The  research  we  propose  has  as  its  goal  the 
development  of  new  and  improved  varieties  of  vegetables  and  fruits  that  will  be 
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more  healthful  and  nutritious.  They  also  will  have  good  flavor  and  appearance 
so  that  children  and  adults  more  likely  will  eat  them. 

Previous  research  has  clearly  demonstrated  that  there  are  naturally- 
occurring  chemical  compounds  in  some  foods  which  can  be  causal  factors  in 
promoting  tumor  formation,  high  cholesterol  levels  and  atherosclerosis.  But,  on 
a  more  positive  note,  recent  studies  have  shown  that  certain  vegetables  and  fruits 
contain  compounds  which  can  inhibit  tumor  formation,  increase  high  density 
lipoprotein  (HDL)  cholesterol,  reduce  low-density  lipoprotein  (LDL)  cholesterol, 
and  slow  down  atherosclerosis.  For  example.  Dr.  M.  Wargovich  of  the  M.D. 
Anderson  Cancer  Center  in  Houston  has  demonstrated  the  effectiveness  of  garlic 
and  onion  compounds  in  preventing  colon  cancer  in  rats;  and  Dr.  S.  Grundy  of 
the  University  of  Texas  Southwestern  Medical  Center  in  Dallas  was  the  first  to 
discover  that  certain  anti-oxidants,  namely  beta-carotene  and  vitamins  C  and  E, 
inhibit  the  oxidation  of  LDL  which  aids  in  the  prevention  of  atherosclerotic  heart 
disease  and  other  circulatory  diseases.  Anti-oxidants  also  may  aid  in  the 
prevention  of  cancer.  Although  some  of  these  compounds  are  available 
commercially  in  dietary  supplements,  they  are  naturally  present  in  many  species 
of  vegetables  and  fruits.  For  example.  Dr.  Leonard  Pike  at  Texas  A&M 
Unversity  has  demonstrated  that  the  amount  of  beta-carotene  in  carrots  can  be 
increased  many-fold  by  conventional  breeding  techniques  and  Dr.  Jim  Moore  at 
:he  University  of  Arkansas  has  demonstrated  that  vitamin  C  levels  in 
strawberries  may  be  increased  similarly.  The  same  can  be  done  with  these  and 
other  compounds  in  many  vegetables  and  fruits. 

Other  compounds  in  vegetables  and  fruits  that  have  been  identified  as 

factors  that  might  assist  in  prevention  of  cancer,  coronary  heart  diseases,  stroke 

and /or  atherosclerotic  diseases  include  quercetin,  coumarins,  organo-sulfurs, 
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phenolics,  terpenes,  salicylates,  isoflavones,  cruciferous  indoles,  and  crude  fiber. 
What  is  not  known  about  these  compounds  are  their  modes  of  action  and  the 
threshold  levels  that  would  need  to  be  incorporated  into  vegetables  and  fruits  to 
be  effective  in  the  prevention  of  these  diseases. 

The  information  needed  to  modify  our  food  will  not  be  developed  until 
linkages  are  developed  between  scientists  in  nutrition/medical  research  centers 
and  the  plant  geneticists  and  food  scientists  of  the  state  agricultural  experiment 
stations.  For  example,  if  funding  was  available  it  would  allow  scientists  in  The 
University  of  Texas  Southwestern  Medical  Center,  M.  D.  Anderson  Cancer 
Center,  and  the  USDA's  Children's  Nutrition  Research  Center  in  Houston  to 
identify  and  test  naturally-occurring  chemicals  in  vegetables  and  fruits  that 
might  aid  in  the  prevention  of  cancer,  coronary  heart  disease,  stroke  and  other 
diet-related  diseases.  These  scientists  then  could  provide  the  "construction 
manual"  needed  by  the  agricultural  scientists  to  develop  new  varieties  of 
vegetables  and  fruits  that  would  contain  optimal  levels  of  the  disease-preventing 
compounds.  There  also  is  a  need  to  expand  current  research  to  make  vegetables 
and  fruit  more  tasty  and  digestible  so  that  people  will  eat  more  of  them. 

This  area  of  research  has  the  greatest  potential  of  any  currently  underway 
for  the  long-term  prevention  of  the  most  serious  diet-related  diseases  of  humans. 
Prevention  would  be  accompanied  by  increased  productivity  and  longevity  of 
our  citizens.  This  would  greatly  reduce  long-term  health  care  costs  incurred  by 
individuals,  and  local,  state  and  federal  governments  in  the  treatment  and  care  of 
persons  afflicted  with  these  diseases. 

Research  should  be  focused  on  those  vegetables  and  fruits  which  have 

been  identified  as  containing  compounds  that  can  aid  in  the  prevention  of  the 
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target  diseases,  such  as  carrots,  cucumbers,  onions,  garlic,  broccoli,  cabbage, 
cauliflower,  melons,  peppers,  tomatoes,  potatoes,  sweet  potatoes,  apples, 
peaches,  grapes,  blackberries,  blueberries,  spinach  and  strawberries. 

Medical  scientists  can  identify  the  disease-preventing  compounds  in  these 
commodities,  determine  their  effectiveness  and  modes  of  action  in  disease- 
prevention,  and  establish  daily  consumption  levels  required  for  each  food  to  be 
effective  in  disease-prevention.  The  plant  breeders  then  can  incorporate  these 
characteristics  in  new  varieties.  These  varieties  will  provide  greater  prevention 
of  these  serious  diseases  and  will  have  significant  value-added  benefits  for  those 
who  grow  and  sell  these  products. 

The  complexity  of  this  problem  is  enormous  and  the  desired  solution  will 
not  be  easily,  quickly  or  inexpensively  obtained.  Research  in  this  area  is  in  its 
infancy  and  will  not  grow  unless  it  is  organized  and  adequately  funded.  I 
estimate  this  to  be  about  $10  million  per  year.  This  may  appear  to  be  substantial 
but  is  less  than  the  costs  of  surgery  and  follow-up  care  for  only  100  to  200  colon 
and/or  breast  cancer  patients,  as  we  have  in  the  U.S.  about  1.0  million  new 
cancer  cases  per  year.  Those  of  you  here  today  who  have  been  afflicted  with 
cancer,  or  whose  LDL  cholesterol  is  too  high,  realize  that  the  costs  for  prevention 
are  very  low  when  compared  with  the  costs  for  treatments,  which  are  not  always 
successful. 

Goals  of  the  proposed  research  are  to:  (1)  develop  new  varieties  of 

vegetables  and  fruits  that  will  possess  optimal  quantities  of  those  compounds 

known  to  assist  in  the  prevention  of  certain  types  of  cancers,  coronary  heart 

disease,  stroke  and  other  diet-related  diseases  and  having  the  necessary 

characteristics  for  appearance,  flavor  and  texture;  and  (2)  eliminate,  or  reduce  to 
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below  threshold  levels,  any  compounds  determined  to  be  harmful  to  human 
health. 

The  logic  and  reasoning  for  this  research  is  sound  and  the  pay-offs  in 
terms  of  better  health  for  our  citizens  and  reduced  health  costs  for  citizens  and 
government  are  enormous.  We  may  never  conquer  diet-related  diseases  unless 
we  remove  from  our  foods  those  compounds  that  cause  disease  and  enhance 
those  that  prevent  it.  With  adequate  knowledge  to  guide  us  we  can  produce 
these  kinds  of  foods  to  the  benefit  of  all  consumers  and  to  production  agriculture 
in  general.  It  is  a  win/win  situation  for  everyone. 
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Testimony  of  James  Lee  Adams.  Farmers  Health  Alliance 
House  Committee  on  Agriculture,  March  17,  1994 


INTRODUCTION  -  James  Lee  Adams,  Camilla,  GA 

Mr.  Chairman  and  members  of  the  committee,  my  name  is  James  Lee  Adams,  and  I  am 

a  farmer  from  Camilla,  GA. 

First,  a  little  background  on  myself  -  I  am  Chairman  of  the  Georgia  Agricultural 
Commodity  Commission  for  Soybeans  and  past  president  of  the  Amencan  and  Georgia 
Soybean  Associations. 

I  am  also  a  member  of  the  Agricultural  Policy  Advisory  Committee  (APAC)  to  USTR  and 
USDA.   In  1 992,  I  was  named  Georgia  Farmer  of  the  Year  and  "Progressive  Farmer" 
Man  of  the  Year    I  also  sen/e  on  the  University  of  Georgia's  Research  Advisory 
Committee,  the  Georgia  Farm  Bureau  Advisory  Committee  for  Pecans,  and  as  a 
director  of  the  Georgia  Pecan  Grov^ers  Association 

I  hold  a  Bachelor  of  Science  Degree  from  Georgia  Tech,  and  a  Master  of  Business 
Administration  from  Auburn  University 

I  appreciate  the  opportunity  to  tell  you  directly  our  thoughts  on  health  care  reform 
Camilla  is  far  from  "the  beltway"  and  farmers  in  my  part  of  the  country  are  concerned 
about  how  this  will  affect  us  in  rural  Amenca 


FARMERS  HEALTH  ALLIANCE 

I  am  here  today  on  behalf  of  the  Farmers  Health  Alliance.      I  serve  as  a  director  for  the 

Soybean  Growers  Membership  &  Insurance  Trust,  one  of  the  founding  members 

The  Farmers  Health  Alliance  was  organized  by  several  agncuiture  organizations  that 
sponsor  health  programs  on  behalf  of  their  grower  members     Founding  members 
include  the  Grain  Growers  Membership  and  insurance  Trust,  the  Soybean  Growers 
Membership  and  Insurance  Trust,  and  the  Poultry  Growers  Membership  and  Insurance 
Trust    These  trusts  oversee  the  group  health  program  for  their  members  who 
participate  in  their  state  and  national  grower  organizations 

As  an  umbrella  group,  we  are  working  with  other  organizations  and  coalitions  as  the 
health  care  debate  evolves    Our  focus  is  on  rural  issues,  and  where  farmers  fit  in  to  the 
debate  on  national  health  care  reform.  We  support  access  to  high  quality  and 
affordable  health  care  for  America's  farmers,  but  we  are  concerned  about  a  "one  size 
fits  all"  solution  from  Washington  D.C. 
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RURAL  ISSUES  .  .  .  WHERE  DO  FARMERS  FIT  IN? 

We  fear  that  many  of  the  current  proposals  overlook  the  needs  of  farmers  and  ranchers 

across  America.  That  is  why  I  am  especially  pleased  to  speak  to  you  today. 

For  those  of  us  in  rural  America,  reform  has  special  implications.   Many  of  the  cur  ^nt 
prescriptions  for  restructuring  the  health  care  system  rely  on  a  theoretical  blueprint 
called   "f\/lanaged  Competition  "  If  this  untested  theory  is  to  be  the  magic  bullet  that 
cures  the  nation's  health  care  ills,  then  rural  America  has  some  big  concerns. 
According  to  the  New  England  Journal  of  Medicine,  29%  of  the  population  could  be  shut 
out  under  this  proposal,  which  is  essentially  a  big  city  solution.   In  many  farming  areas, 
managed  competition  might  exclude  entire  states 

Any  proposal  to  restructure  America's  health  care  system  should  start  with  pilot 
programs    As  a  farmer,  the  way  I  look  at  it  is  this     When  a  salesman  sends  me  a  new 
hybrid,  I  don't  plant  my  entire  farm  in  that  one  variety.   I  plant  a  test  plot  first,  and  then  I 
watch  it  for  two  or  three  years  to  see  that  it  delivers  as  promised     That's  my  concern 
with  health  care  reform..  We  can't  afford  to  experiment  with  a  new,  untested  theory  for 
the  whole  country  without  a  few  "test  plots  "   And  we  certainly  shouldn't  plow  up  and 
discard  those  crops  that  are  tried  and  true 

What  Rural  Folks  are  saying 

I  don't  believe  that  I  am  alone  in  my  concerns.   Rural  residents  across  the  country  are 
expressing  public  concern  about  federal  health  care  reform     Here's  a  sampling  of  what 
they've  been  saying  in  recent  months; 

From  A  farmer  in  Montana 

'Managed  competition  may  work  in  Chicago,  but  it  won't  work  in  Conrad. 
Montana    In  most  parts  of  this  state,  we  are  lucky  to  have  one  doctor" 
"Competition  between  two  (doctors)  is  a  luxury  most  of  us  don't  have. "      Ross 
Fit2gerald  of  the  Montana  Gram  Growers  Association 

From  A  Rural  Doctor 

"I'm  concerned  about  how  managed  competition  will  work  in  rural  America  — 
there  is  no  competition  in  rural  areas. "  -Laurel  Gramm,  New  Ulm,  Minnesota 

From  The  News  Media 

Under  the  header  "Health  reform  may  not  reach  rural  areas:  "An  aging  group  of 
physicians  serves  vast  areas  of  rural  American,  but  they  are  retiring  or  dying  out. 
and  notmany  young  doctors  are  replacingthem"     Reuters/Rocky  Mountain  News 

"What's  terrifying  in  the  Clinton  plan  is  they  are  trying  to  legislate  from  the  beltway 
Nowhere  in  that  plan  is  there  set  up  a  local  or  regional  structure  to  implement  what 
IS  necessary  "  —John  Goodman,  a  consultant  to  rural  providers 
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From  a  recent  (Conqressionan  town  meeting  on  health  care  reform.  Wichita.  Kansas 

"Wouldn't  it  be  wonderful  to  develop  something  that  worked  in  rural  areas  and  let 
them  tinker  with  it  in  the  urban  areas?"  Denise  Denton.  President.  National  Rural 
Health  Assn 

"This  IS  an  urban  plan  that  they're  going  to  try  to  force  fit  in  rural  areas  But  it  just 
doesn't  address  rural  concerns  "  -  Don  Nigus,  attending  a  health  care  forum  m 
Garden  City,  MO 


VOLUNTARY  PURCHASING  GROUPS  FOR  FARMERS 

As  I  said  earlier.  I  serve  as  a  trust  board  member  representing  Georgia.  I  am  confident 
that  our  approach  works  because  farmers  like  me  design  and  manage  our  own  plan.  I 
hope  you  will  keep  us  in  mind  as  Congress  works  to  restructure  the  health  care  system 

For  years  farmers  have  been  solving  our  own  problems  with  health  coverage  I  believe 
programs  like  ours  should  continue  to  be  an  option  for  farmers  under  health  care  reform. 
Health  plans  sponsored  by  commodity  associations  operate  in  21  states,  insure  more  than 
45,000  people,  and  have  benefited  farmersforovertwenty  years  Our  membersare  family 
farmers  and  members  of  single  commodity  groups  that  grow  grain,  soybeans,  poultry, 
peanuts,  corn  and  cotton 

Voluntary  alliances  are  most  applicable  to  rural  Americans,  because  they  give  small 
businesses  and  self-employed  farmers  opportunities  to  spread  nsk  and  increase  buying 
power.  Out  in  the  country,  farm  and  rural  associations  have  known  this  for  years  We  are 
far  ahead  of  our  urban  counterparts  in  offering  group  plans  that  fit  the  unique  needs  of  our 
members.  Here  are  just  a  few  of  the  groups  involved:  affiliated  state  grower  associations 
of  the  National  Association  of  Wheat  Growers,  American  Soybean  Association,  and  the 
National  Contract  Poultry  Growers  Assn.  also  the  American  Veterinary  Medical  Assn...  The 
National  Grange      Communicating  for  Agriculture    and  many  others 

We  recognize  the  need  for  reform  in  the  health  care  system.  In  fact,  the  way  we  do 
business  with  our  purchasing  group  is  similar  to  the"health  alliance"  idea  now  proposed 
It  allows  individual  farmers  to  band  together  across  several  states  for  buying  clout,  to 
spread  risks,  and  to  control  the  program  with  a  board  made  up  of  farmers  Commodity- 
based  plans  serve  a  group  that  most  insurance  companies  have  long  avoided  -  self- 
employed  folks  who  live  in  rural  areas.  We  can  choose  to  work  with  smaller  companies 
who  have  experience  in  rural  markets 

A  "health  alliance"  for  farmers  is  a  grassroots  approach  to  health  care  delivery  This 
innovative  and  flexible  solution  helps  provide  coverage  in  areas  that  have  long  been 
underserved  The  Farmers  Health  Alliance  and  other  voluntary  alliances  are  success 
stories  that  keep  people  in  the  system,  and  in  control  of  their  own  health  care  costs  I 
believe  this  is  an  example  of  what  is  rightabout  our  system  today.  We  need  to  keep  these 
programs 
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RECOMMENDATIONS  FOR  REFORM 

In  closing.  I'd  like  to  make  a  few  comments  on  how  farmers  fit  m  to  health  care  reform. 
Make  no  mistake,  there  is  much  to  be  done  to  level  the  playing  field  for  farmers,  the  self- 
employed  and  rural  residents  But  the  government  doesn't  have  to  run  the  health  are 
system  to  make  it  better.  With  common  rules,  standard  practices  and  an  equal  opportunity 
to  work  together,  groups  like  ours  and  a  reformed  market  will  continue  to  find  better 
solutions  than  will  ever  be  achieved  by  a  government  monopoly 

We  have  four  specific  suggestions  for  shaping  our  health  care  system  that  have  broad- 
based  support  among  agriculture  organizations  and  other  commodity  groups: 

First  establish  tax  fairness.  Allow  everyone  to  purchase  health  Insurance  with  pre-tax 
earnings.  Farmers  don't  receive  the  same  tax  savings  offered  big  business.  We  think  they 
should 

Second,  encourage  medical  savings  accounts  (MS  As)  in  combination  with  high  deductible 
coverage.  Farmers  prefer  an  approach  that  puts  them  in  charge  oftheir  health  care  dollars. 
High  deductible  health  coverage  can  help  minimize  premiums,  and  MS  As  are  individually 
controlled  accounts  for  small  medical  bills  Used  together,  these  features  encourage 
savings  and  competition  and  let  people  choose  a  plan  that  works  for  them.  Best  of  all, 
funds  not  used  for  medical  care,  reward  farmers  for  persistency,  healthy  lifestyles,  and  wise 
choices  of  care. 

Third,  make  insurance  benefits  personal  and  portable.  Now  people  have  no  ownership 
over  their  policies.  They  can't  change  jobs  or  leave  the  farm  -  without  losing  coverage. 
Like  auto  and  life  insurance,  individuals  should  own  their  health  insurance 

Finally,  allow  voluntary  healtti  alliances  tor  farmefs.  Rural  folks  need  different  choices 
than  people  in  the  city.  Farmers  can  be  part  of  the  solution  by  designing  and  managing 
their  own  coverage  A  health  alliance  for  agriculture  commodity  groups  is  a  grassroots 
approach  to  health  care  delivery  and  a  model  for  health  care  reform  Run  by  farmers  for 
farmers,  voluntary  purchasing  groups  for  commodity  groups  and  6ther  agriculture 
organizations  are  an  example  of  what's  right  about  our  system  today 

Please  keep  us  in  mind  as  you  undertake  legislation  I  believe  that  groups  like  ours  hold 
some  of  the  solutions  to  reform  our  health  care  system.  Those  of  us  in  rural  America  like 
to  look  after  our  own.   Please  don't  destroy  our  efforts  in  the  rush  to  remake  the  system. 

Thank  you  for  the  opportunity  to  comment  before  you  today. 
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Mr.  Chairman  and  members  of  the  Committee,  my  name  is  Jeffrey  Smedsrud, 
executive  vice  president  of  Communicating  for  Agriculture.    Before  beginning,  let  me 
offer  a  "thank  you"  to  the  Chairman  for  holding  and  organizing  this  heahng. 

Communicating  for  Agriculture  is  a  national,  non-profit  rural  association  that 
represents  some  80,000  farmers,  ranchers  and  self-employed  rural  Americans. 

In  addition  to  helping  build  programs  for  beginning  farmers.  .  .  operating  one  of  the 
largest  international  agricultural  exchange  programs  in  the  USA  . .  .  and  providing  an 
array  of  other  services  to  our  njral  members,  CA  has  long  been  active  in  health  care 
reform.  We  helped  Minnesota  establish  the  nation's  first  program  to  assist  the 
medically  uninsured,  and  have  since  assisted  26  other  states  in  developing  high  risk 
pools  for  the  medically  uninsurable. 

We  have  been  active  in  our  nation's  Capitol  to  build  a  coalition  of  national  farm  and 
commodity  groups.  CA  and  these  groups  have  sought  to  give  the  self-employed  a 
100  percent  deduction  of  their  insurance  premiums  from  federal  income  taxes.  Ca 
and  others  have  also  spoken  out  for  fairer  reimbursement  from  Medicare  for  oiral 
hospitals.  .  .and  for  programs  to  encourage  the  placement  of  additional  medical 
personnel  in  rural  America. 

My  testimony  will  focus  on  the  unique  needs  of  njral  America,  and  will  provide 
highlights  of  CA's  non-partisan  surveys  of  farm  attitudes  about  health  reform,  and  will 
conclude  by  raising  a  series  of  questions  about  the  impact  of  specific  reform 
proposals. 


RURAL  IS  DIFFERENT 

Rural  America  needs  health  care  reform. 

But  out  in  the  country,  we  always  look  a  gift  horse  in  the  mouth.  And  that's  exactly 
what  rural  Americans  must  do  now  to  make  sure  that  the  health  reform  we  get  ~  is  the 
health  reform  we  need. 

Please  remember  this:  If  you've  seen  one  rural  community  . . .  you've  seen  one  rural 
community.  And  that's  exactly  why  rural  America  should  be  cautious  of  any  reform 
proposal  that  emphasizes  a  "one  size  fits  all"  approach. 

RURAL  IS  INNOVATIVE 

Without  doubt  there  are  major  health  concerns  for  rural  America,  and  not  surprisingly 
rural  people  support  change  to  reduce  cost  and  improve  access.  Here's  why: 

-  our  doctors  are  older,  and  they  are  paid  less; 
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--  existing  programs  to  recruit  doctors  have  had  limited  success; 
--  Medicare  reimburses  our  hospitals  at  lower  rates; 
--  many  hospitals  are  Medicare  dependent; 

-  too  many  people  can't  afford  coverage; 

-  some  people  have  been  canceled  or  cant  get  coverage; 

--  too  often  there  are  great  distances  to  the  nearest  caregiver; 
--  certain  populations  --  i.e.,  migrant  laborers  --  have  difficulty  accessing 
both  care  and  affordable  coverage. 

But  let  us  equally  acknowledge  the  following  facts  and  trends: 

~  basic  medical  costs  are  less  in  rural  areas; 

--  more  than  90  percent  of  farmers  are  insured; 

--  the  overall  ural  population  lives  longer  and  is  in  better  health  than  their 

urban  cousins; 
--  rural  Americans  are  pioneers  in  the  use  of  tele-medicine,  especially  in 

states  like  West  Virginia,  Texas  and  Minnesota,  to  name  a  few; 

-  rural  Americans  are  proving  that  "alliances"  and  "networks"  can  work,  given 
the  right  opportunities. 

--rural  America  is  predominantly  made  up  of  small  businesses  and  the  self- 
employed.  We  don't  have  big  employers  to  push  the  issues  on  to.  They  go 
right  to  the  individuals. 

-  many  communities  are  developing  innovative  strategies  to  recruit  rural  health 
providers. 

SURVEY  RESULTS 

We  have  been  and  are  continuing  to  address  the  unique  problems  rural  people  face 
with  health  care.  Health  care  reform  should  not  slow  down  the  efforts  nor  destroy  the 
programs  that  are  working  now  in  mral  America. 

Last  fall,  CA  retained  an  independent  research  firm  to  determine  the  issues  most 
important  to  farmers.  The  following  are  some  of  the  highlights  of  this  national  survey 
of  farmers  and  ranchers: 

-guaranteeing  insurance  that  can't,  be  taken  away  is  most  important 
-a  100  percent  tax  deduction  of  medical  premiums  has  wide  support 
-farm  owners/operators  believe  that  "Doctor  and  hospital  fees"  and  "The  cost 
of  treating  those  with  no  health  insurance"  are  the  two  biggest  contributors  to 
increasing  health  care  costs. 

-farm  owners/operators  believe  it  is  very  important  that  they  maintain  control 
over  the  choice  of  doctor  and  the  choice  of  where  they  go  for  health  care. 
Nearly  six  in  ten  said  they  would  be  unwilling  to  give  up  some  control  over 
those  choices  in  exchange  for  lower  costs.  Less  than  one-quarter  said  they 
would  be  willing  to  give  up  some  control  to  save  money.  About  one  in  ten 
might  be  willing  to  give  up  control,  depending  on  the  amount  saved, 
-about  two-thirds  of  farm  owners/operators  believe  that  the  government  should 
not  require  all  employers  to  pay  for  the  health  insurance  for  full-time  and  part- 
time  workers. 
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"About  three  in  ten  farm  owners/operators  would  be  willing  to  have  their  taxes 
increased  in  order  to  help  pay  for  health  insurance  coverage  for  all 
Americans.  Another  one  in  seven  might  be  willing  depending  on  the  size  of 
the  tax  increase.  However,  just  less  that  one-half  of  farm  owners/operators 
say  they  are  unwilling  to  have  their  taxes  increased  to  help  pay  for  coverage 
for  all  Americans. 


SMALL  IS  BEAUTIFUL 

People  ask  what  can  Congress  do  to  make  meaningful,  immediate  changes  to  health 
care?  The  first  half  of  the  answer  is  straight-forward:  Create  tax  fairness  so  that  all 
purchasers  of  health  care  ~  big  companies,  small  ones,  the  self-employed  -  are 
treated  fairly.  This  one  action  would  reduce  the  number  of  uninsured  by  at  least  a 
third,  and  some  experts  say  it  would  be  a  much  larger  number 

Then,  Congress  should  enact  the  items  that  have  broad,  bipartisan  support,  for 
example: 

-  stopping  insurance  companies  from  canceling  sick  people; 
~  establishing  standards  for  rates  and  charges; 

-  rewarding  people  for  being  smart  consumers; 

-  beginning  to  tackle  medical  malpractice; 
~  tax  fairness; 

"  amending  ERISA; 

~  standardized  medical  reporting  and  billing  forms; 

~  standardized  benefits,  with  a  choice  of  options. 

You  will  note  that,  taken  all  together,  those  proposals . . . 

•  would  not  cost  the  federal  govemment  nor  private  businesses,  huge  amounts 
of  taxdollars; 

•  they  would  make  significant  stmctural  changes  in  the  system  that  would 
provide  much  greater  fairness  for  the  public; 

•  they  would  not  force  any  one  sector  of  the  current  health  care  system  out  of 
business; 

•and  they  are  included  in  neariy  every  health  care  reform  proposal  - 
Republican,  Democrat  or  otherwise. 

Congress  ought  to  do  what  it  can  ~  NOW  -  and  then  use  the  bully  pulpit  and  the 
stature  that  each  Member  brings  to  his  or  her  state  or  district  and  begin  to  lead  local 
people  toward  local  solutions.   Nowhere  is  this  more  important  that  in  rural  America. 

Our  DhilQSODhv  is  straiaht-fonward:  We  believe  that  small  is  beautiful  and  local  is 
powerful.   We  don't  need  trickle  down  health  care  reform:  we  need  to  reinvent  the 
system  from  the  bottom-up. 

From  a  community  perspective  we  need  to  look  at  health  care  as  economic 
development.  If  local  communities  can  be  empowered  to  recapture  more  of  their 
citizens'  spending  on  medical  services  ~  knowing  that  those  dollars  leverage 
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themselves  6-8  times  in  the  community  -  local  jobs  are  created.  If  community  leaders 
can  demonstrate  to  their  largest  employers  that  they  don't  need  to  hire  companies  in 
big  cities  to  process  their  claims  and  shuffle  their  paper,  and  that  new  information 
technology  makes  this  possible,  we  have  created  more  local  jobs.  And  if  farmers  and 
small  businesses  could  develop  their  own  insurance  programs  --  locally-owned 
purchasing  cooperatives  ~  we  are  keeping  even  more  jobs  in  the  community,  and 
sending  less  to  the  city. 

We  believe  if  you  restructure  health  care,  a  community  of  20,000  could  create  up  to 
50  new  jobs.    It  would  be  a  welcome  outcome  of  reform  if  it  created  jobs  in  those 
areas  that  are  in  the  most  need  of  stimulation. 

VOLUNTARY  ALLIANCES 

That's  why  freedom  to  make  health  care  choices  must  not  become  a  casualty  of  a 
reformed  health  system.  And  yet  that  is  a  likely  outcome  of  requiring  all  small 
employers  and  individuals  to  enroll  in  mandatory  new  health  alliances  or  "health 
cooperatives." 

Farmers  believe  in  cooperatives.   Businesses  have  formed  purchasing  groups. 
Consumers  have  created  buyers  markets.  But  always  they  do  so  with  the  believe  that 
we,  the  people-  and  not  the  government  -  will  manage  and  mn  the  cooperative  or 
purchasing  alliance. 

Simply  stated,  mandatory  health  alliances  are  monopolies.   Monopolies  stifle 
competition.   Lack  of  competition  limits  choices,  and  limited  choice  can  reduce  quality. 

The  message  of  mandatory  alliances  for  farmers,  small  business  and  the  self- 
employed  is  this:  You  won't  be  able  to  keep  the  plan  you  now  have,  even  if  it  cost  you 
less  and  you  like  it  more. 

Let  me  review  a  few  of  examples  of  voluntary  alliances  in  Minnesota,  a  leader  in 
reform  ideas: 

-in  Red  Wing,  a  river-town  of  about  15,000,  a  community-led  initiative  pooled 
large  and  medium-sized  businesses  together  and  improved  care  while 
bringing  costs  down.  Why  did  they  do  it?  Because  smart-thinking  local 
leaders  knew  that  jobs  were  being  lost  because  more  and  more  of  the  local 
health  dollars  were  migrating  to  Minneapolis  or  Rochester.  Pulling  the 
community  together  and  working  with  people  to  get  their  medical  care  locally 
put  more  money  into  the  local  economy. 

-Forty-nine  rural  hospitals  -  some  of  which  are  in  North  Dakota  and  South 
Dakota  -  are  in  the  process  of  partnering  with  insurers  and  employers  to 
create  their  own  voluntary,  regional  alliance.    The  goal  is  to  operate  the  plan 
as  a  true  cooperative,  and  see  ninety  cents  on  the  dollar  go  back  to  pay  the 
medical  costs.  It  eliminates  duplicative  administrative  functions,  and  develops 
community  profiles  to  deliver  the  types  of  services  that  best  meet  local  needs. 
They  will  utilize  data  to  manage  costs  and  change  practice  parameters.  No 
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part  of  it  will  be  based  on  risk-selection. 

--  And  finally,  while  many  large  businesses  have  for  years  formed  powerful 
networks,  a  group  called  The  Employers  Association  has  pooled  80  small  and 
medium-sized  firms  into  a  voluntary  network.  The  result:  a  3-year  guarantee  of 
very  stable  prices. 

Across  America,  new  voluntary  alliances  ~  in  many  shapes  and  sizes,  with  differing 
names  and  structures  -  are  changing  the  face  of  health  care.  We,  the  people,  are 
forging  our  own  American  solutions  to  the  health  care  crisis. 

Voluntary  alliances  can  help  solve  the  health  crisis  but  onlv  if  thev  get  a  helping  hand 
from  a  government  that  attempts  to  nourish  change,  not  control  it. 

So  what  is  the  answer?  Part  of  it  lies  in  growing  our  own  solutions.  For  example, 
many  farm  and  rural  associations  offer  excellent  plans.  Groups  like  The  National 
Association  of  Wheat  Growers. .  .The  American  Soybean  Association.  .  The  American 
Veterinary  Medical  Association  .  .  .The  National  Grange.  .  .  Communicating  for 
Agriculture  . .  to  name  but  a  few  . 

Instead  of  tearing  down  those  plans,  why  not  use  them  as  the  base  to  do  an  even 
better  job? 

When  Florida  reformed  its  health  market  it  created  new  health  purchasing  pools.  But 
it  does  not  make  them  mandatory. 

In  California,  many  small  companies  are  joining  a  new  health  insurance  purchasing 
cooperative.  The  state  chose  to  make  the  pool  voluntary  -  not  mandatory. 

Texas  and  many  other  states  are  working  to  encourage  purchasing  cooperatives  ~ 
but  they  won't  be  mandatory. 

And  so  is  the  National  Association  of  Insurance  Commissioners,  of  which  I  was 
recently  appointed  by  NAIC  to  serve  as  a  consumer  advocate,  are  encouraging 
cooperatives. 

In  summary,  voluntary  alliances  allow  a  good  idea  to  take  hold,  without  putting  "all  the 
eggs  in  one  basket."  They  hold  the  promise  of  job  creation;  mandatory  alliances  could 
lead  to  job  loss  for  rural  communities. 


EMPLOYER  MANDATES: 
CAUTION!  WARNING!   GO  SLOW! 

We  support  health  reform  and  guaranteed  access.    But  we  have  doubts  that  the 
employer  mandate  -  as  written  in  the  President's  bill  -  will  benefit  family  farmers. 

It  is  appropriate  to  begin  with  a  series  of  definitions  about  agriculture.    Because  an 
employer  mandate  impacts  agriculture  in  different  ways. 
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There  are  about  1 ,000,000  family  farmers  in  America  whose  primary  source  of 
income  is  the  farms  they  own  and  manage.  Almost  all  hire  part-time  help  and  some 
seasonal  labor  --  but  rarely  do  they  have  more  than  5  workers  ~  full  or  part-time. 

According  to  our  surveys  about  93  percent  of  these  farmers  are  insured. 

For  family  farmers  with  hired  help,  an  employer  mandate  will  either  mean  the  help 
gets  paid  less,  or  the  farm  family  keeps  less.  Family  farmers  cannot  arbitrarily  raise 
their  prices.  As  such,  any  costs  associated  with  paying  the  business  share  is  borne 
directly  by  the  farm  family. 

It  will  be  difficult  to  determine  the  appropriate  share  to  be  paid  by  the  farmer, 
especially  when  part-time  workers  are  hired.    For  example,  are  the  hired  hands 
independent  contractors  ~  and  thus,  themselves,  self-employed?  Or  employees? 

Attempts  to  re-classify  independent  contractors  as  employees,  and  thus  make  the 
farmer  responsible  not  only  for  the  health  premiums  but  also  for  FICA,  would  be  an 
extreme  hardship  on  family  farmers. 

What  do  farmers  themselves  think  of  an  employer  mandate? 

We  commissioned  an  independent  research  firm  who  learned  that  about  two-thirds 
oppose  it;  some  would  support  it,  if  only  full-time  employees  were  covered. 

But  let  me  clearly  say  ....  for  some  self-employed  farmers,  without  employees,  a 
mandate  -  if  capped  at  7.9  %  for  the  employer  share,  plus  the  individual  portion,  as 
proposed  originally  by  the  President  -  would  result  in  reduced  insurance  costs.  This 
is  especially  true  for  older  farmers  and  farmers  who  employ  family  members;  young 
farmers  and  farmers  whose  spouse  earns  a  relatively  high,  self-employed  income 
would  pay  more.  There  are  winners  and  losers. 

But  what  of  the  other  agriculture  -  the  processing  companies  and  agribusiness  firms, 
many  of  which  do  not  pay  for  their  employees  insurance.  A  mandate  will  significantly 
increase  the  number  of  workers  with  insurance  coverage  -  but  in  most  instances  it 
will  likely  be  paid  for  directly  by  the  workers  themselves  in  terms  of  lower  wages  and 
reduced  benefits. 

Finally,  what  of  the  seasonal  workers  who  are,  for  the  most  part,  uninsured  and  almost 
always  paid  a  low  wage.  Attempting  to  classify  part-time  or  seasonal  workers  as 
employees  -  in  order  to  get  them  insurance  they  can  afford  -  opens  a  variety  of  other 
issues,  including  wori^ers  compensation,  FICA,  and  other  tax  and  regulatory  matters. 

In  summary,  an  employer  mandate,  while  having  the  result  of  increasing  the  number 
of  rural  Americans  with  insurance,  may  have  offsetting  economic  impacts  by  lowering 
the  net  income  of  farm  families.  In  addition,  it  opens  up  difficult  issues  regarding  the 
correct  employment  categorization  of  farm  workers.  Thus,  it  strikes  us  that  there  may 
be  better  remedies  available  to  make  insurance  affordable,  both  for  farmers  and  for 
employees  and  workers  in  agricultural  industries. 
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Such  remedies  would  include  fair  tax  treatment  for  those  who  pay  their  own 
insurance,  tax  credits  for  the  working  poor 

SUGGESTION:  Perhaps  a  mandate  can  be  phased  in.  based  both  on  size  of 
business  and  employment  category.   For  example,  phase  in  a  requirement  that 
companies  with  50  or  more  employees  must  provide  insurance,  but  exempt  those 
industries  in  which  a  high  majority  of  firms  do  not  provide  employer-sponsored 
insurance.  This  approach  would  begin  a  process  that  leads  to  universal  coverage  but 
would  not  Place  an  undue  burden  on  industries  which  are  not  accustomed  to 
providing  employer-paid  insurance  for  workers.    This  could,  in  turn,  be  coupled  with 
tax  incentives  or  penalties  on  individuals  who  can  afford  to  pav  for  coverage  —  but 

chpQse  not  to. 


NINE  QUESTIONS  ABOUT  HEALTH  REFORM 

Our  remarks  conclude  with  a  Series  of  questions  for  those  charged  with  the  difficult 
task  of  voting  "nay  or  "aye"  to  a  specific  legislative  proposal: 

1.  Are  the  proposed  standard  benefits  too  good? 

Many  of  the  reform  plans  being  considered  by  Congress  will  result  in  insurance  plans 
with  generous  benefits  and  low  deductibles,  and  such  plans  will  be  community-rated. 
Farmers,  for  example,  tend  to  buy  plans  with  high  deductibles  and  "self-insure"  for 
routine,  non-emergency  expenses.  Comprehensive  benefit  plans  means  more 
insurance  with  more  benefits,  but  it  may  also  raise  the  costs  for  some.    Shouldn't 
more  individual  flexibility  be  allowed  in  choosing  benefit  sets?  If  the  new  benefits  ~ 
despite  being  comprehensive  -  are  too  expensive  for  individuals  to  purchase,  what 
has  been  gained?  Remember:  cost,  not  access,  is  the  leading  reasons  there  are  37 
million  without  insurance. 

2.  Will  solutions  that  rely  on  community  rating  lead  to  rural  people  subsidizing 
urban? 

Because  several  reform  plans  would  prohibit  health  plans  from  offering  different 
rates  based  on  geography,  rural  residents  -  where  basic  medical  costs  are,  on 
average  15  percent  less  ~  may  end  up  subsidizing  their  city  cousins.  States  that 
have  made  progress  on  reform  have  acknowledged  the  need  for  urban  vs.  njral 
differentials  as  part  of  modified  community  rating.  But  what  of  the  cost-  shift  and  job- 
shift  in  managed  care  plans  that  reward  group  practices  and  phase  out  solo  practice 
doctors,  which  could  push  jobs  and  health  care  options  out  of  the  rural  communities 
and  into  the  suburbs?    Will  isolated  communities  end  up  with  poorer  health  care,  at  a 
higher  cost? 

3.  Will  fee-for-service  plans  really  be  an  option?  How  much  choice  will  there 
be? 

Fee-for-service  is  still  the  primary  option  in  mral  America.  Managed  care  has  not 
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been  viable  in  many  areas.    About  3  percent  of  rural  residents  are  in  HMO  plans. 
Fee-for-service  plans  would  be  allowed  in  the  President's  plan,  for  example,  but  only 
under  a  "single  payer"  fee  schedule  set  by  the  mandatory  alliance. 

And  even  though  the  mandatory  alliances  claim  to  give  choice  of  plan,  if  a  plan 
wasn't  successful  in  keeping  its  costs  in  line  with  other  plans,  the  mandatory  alliance 
could  move  people  into  more  cost-efficient  plans  even  against  their  will.  In  rural  areas, 
the  alliance  may  choose  a  plan  for  people  if  it  determines  there  are  not  viable  options. 

No  doubt,   managed  care  make  sense,  as  does  community  and  large  group  pooling. 
But  such  concepts  are  not  yet  available  in  all  areas.   Forcing  the  issue  by  requiring 
only  managed  care  alternatives  could  be  disruptive  for  rural  communities. 

4.  What  is  the  economic  impact  for  rural  communities? 

In  the  President's  plan  and  in  other  proposals,  large  alliances  will,  in  theory,  hold 
down  costs  by  improving  efficiencies.  Rural  residents  are  worried  about  the  likely 
transfer  of  jobs  and  medical  facilities  to  regional  centers,  accelerating  the  demise  of 
small  town  hospitals  and  very  small  communities.    If  small  town  hospitals  --  often  the 
largest  employer  in  a  community  --  are  forced  to  close,  it  will  cause  jobs  lost,  and 
diminish  the  prospects  of  bringing  new  jobs  to  the  community. 

We  would  request  that  an  economic  analysis  be  undertaken  to  determine  the  impact 
on  job  loss  for  rural  communities  as  a  result  of  any  of  the  reform  alternatives. 

5.  Will  the  incentives  for  new  providers  really  help  underserved  areas? 

Rural  areas  face  a  critical  shortage  of  medical  personnel,  and  the  average  age  of 
doctors  is  higher  than  in  suburban  areas.  Incentives  are  clearly  needed.   However, 
some  incentives  in  the  President's  plan  are  linked  to  the  designation  of  an  area  as  a 
Federal  Health  Professional  Shortage  Area.  Areas  which  meet  the  HPSA  designation 
have  access  for  incentives;  those  that  just  miss  the  cut-off  do  not.  In  addition,  areas 
which  use  the  incentives  to  recruit  physicians  face  the  loss  of  the  designation  after 
three  years,  creating  instability  to  an  already  fragile  system.  In  addition,  the  use  of 
physician-to-population  ratios  as  the  measure  to  allocate  resources  may  not  always 
be  appropriate  when  the  need,  for  example,  is  for  additional  nurses  or  physician 
extenders. 

6.  National  health  board:  too  much  power  in  too  few  hands? 

The  President's  plan  -  and  other  alternatives  -  would  create  a  national  health  board 
that  will  have  enormous  power    If  states  cannot  live  within  budgets  established  for 
them  by  the  National  Health  Board,  the  federal  government  could  intervene  and  either 
move  the  state  toward  a  single-payor  system  or  impose  new  requirements  on 
businesses  and  providers  in  that  state.    Should  this  Board  be  elected?  If  so,  by 
whom?  How  will  accountability  be  guaranteed?  And  how  will  minority  interests  - 
such  as  rural  areas  or  small  business  -  be  given  a  fair  shake  by  a  Board  that  will 
likely  be  dominated  by  large-scale  interests? 
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7.  How  certain  are  the  experts  that  costs  will  go  down? 

Most  people  support  reform  because  they  believe  it  will  reduce  costs  for  them. 
Unfortunately,  most  experts  predict  costs  will  go  up  --  at  least  for  the  short  term  --  and 
at  least  for  some  people.  After  a  two  or  three  year  period,  experts  begin  to  disagree, 
with  some  believing  that  government  controls  and  "managed  competition"  will  begin 
to  hold  down  rates  of  increase.    The  key  question  that  each  of  us  must  ask  and 
answer  for  ourselves  is  this:  Do  we  believe  that  government-planning  and  control  can 
bring  down  costs?  If  America  is  locked  into  a  new  system  that  is  difficult  to  change, 
and  doesn't  produce  the  expected  savings,  will  it  be  possible  to  turn  in  a  different 
direction? 


8.  Will  health  care  be  rationed? 

Nearly  every  survey  tells  that  most  Americans  don't  want  to  ration  health  care. 
Because  the  President's  plan  uses  global  budget  to  restrict  the  total  amount  of 
available  funds  to  spend  on  health  care,  it  is  inevitable  that  one  of  two  things  will 
happen.  One,  services  will  either  be  limited  and  rationed,  or,  two,  those  that  control 
and  set  the  global  budgets  will  have  estimated  correctly  the  amount  of  waste  and 
inefficiencies  that  can  be  cut  from  our  health  care  system  and  costs  will  go  down  with 
no  change  in  availability.    States,  such  as  Tennessee  and  Oregon,  have  developed 
programs  that  will  ration  some  types  of  care  to  certain  types  of  people.  Are 
Americans  ready  to  face  the  prospect  that  a  governmental  body  will  dictate  that  not  all 
people  can  get  all  services  all  the  time? 

9.  Will  cuts  in  Medicare  cause  undue  hardships  for  rural  Americans? 

Subsidy  programs,  or  tax  incentives  of  some  sort,  will  likely  be  needed  to  reduce  the 
number  of  Americans  without  insurance.   Many  reform  proposals  suggest  that  these 
new  programs  be  paid  for  by  sharply  cutting  future  increases  in  Medicare  payments  to 
doctors  and  hospitals.  These  cuts  will  have  a  larger  impact  in  rural  America.  Are  we 
sure  these  cuts  will  not  harm  the  rural  infrastucture?  Are  we  sure  such  cuts  will  not 
make  it  more  difficult  to  recruit  medical  professionals?  Are  we  sure  such  cuts  will  not 
reduce  services? 

We  would  welcome  the  opportunity  to  answer  questions. 
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Rural  Health  Care 


Mr.  Chairman,  my  name  is  David  Bums  and  I  am  from  Laurel  Hill,  North  Carolina. 
I  am  involved  in  a  diversified  fanning  operation  with  cotton  being  our  major  crop.  Labor  is  one 
of  our  most  significant  input  costs.  As  part  of  our  benefits  package,  we  currently  provide  health 
care  insurance  for  our  full  time  employees.  On  behalf  of  the  National  Council,  I  want  to  thank 
you  for  the  opportunity  to  be  here  today  to  submit  testimony  before  your  Committee  and  for 
your  willingness  to  be  a  strong  voice  for  rural  Americans  and  farmers  in  the  Health  Care 
Reform  debate.  I  would  also  like  to  thank  Congresswoman  Lambert  for  her  efforts  in  this  area 
on  both  the  Agriculture  and  Energy  and  Commerce  Committees.  We  are  equally  grateful  to  Mr. 
Stenholm,  Mr.  Roberts,  Mrs.  Long,  and  others  for  their  efforts  within  the  Rural  Health  Care 
Coalition.  The  health  care  needs  of  rural  Americans  are  different,  but  just  as  important  as  those 
in  urban  areas  and  we  are  proud  to  have  hard  working  advocates  like  you  on  our  side. 

As  you  know,  the  National  Cotton  Council  is  the  central  organization  of  the  U.S.  cotton 
industry  representing  all  seven  segments  of  the  cotton  industry  including  Producers,  Ginners, 
Seed  Crushers,  Warehousemen,  Merchants,  Cooperatives  and  Textile  Manufacturers  from 
California  to  the  Carolinas.  Our  members  with  small  and  very  large  businesses  have  a 
significant  stake  in  the  Health  Care  debate.  We  have  not  specifically  endorsed  any  of  the 
numerous  Health  Care  reform  bills  that  have  been  introduced  this  Congress.  However,  our  300 
delegates  selected  by  over  90  organizations  developed  policy  at  the  Council's  annual  meeting  that 
addresses  several  "pocketbook"  issues  which  will  undoubtedly  be  key  in  the  debate  as  it  advances 
through  the  legislative  process.  We  are  very  concerned  about  the  extent  to  which  reform  of  the 
U.S.  health  care  system  —  which  we  acknowledge  can  be  a  critical  element  in  long-term 
reduction  of  our  nation's  budget  deficit  ~  may  affect  the  profitability  of  family  farming  and 
ranching  operations.  We  are  aware  that  there  are  many  concensus  areas  of  reform  being  looked 
at  including  insurance  portability,  increased  preventive  care,  malpractice  reform,  administrative 
streamlining,  and  antitrust  reform  and  we  know  that  there  is  some  agreement  on  these  points. 
Additionally  our  industry  segments,  such  as  the  textile  sector,  have  supported  the  concept  of 
"managed  competition"  to  encourage  employers,  consumers,  and  governments  to  shop  wisely 
for  health  delivery  services  where  a  choice  is  available  and  bring  about  cost  reductions  through 
market  forces  utilizing  managed  care.  As  health  care  reform  is  debated  in  1994,  we  urge 
Congress  to  consider  the  following  points  particularly  for  those  medically  underserved  in  rural 
areas: 

TAX  DEDUCTIBILITY  OF  INSURANCE  PREMIUMS  The  25  %  deduction 
for  insurance  premiums  paid  by  self-employed  individuals,  which  expired 
December  31,  1993,  should  be  increased  to  100%  and  permanently  extended. 
When  purchasing  health  insurance,  the  self-employed  should  be  afforded  the  same 
tax  treatment  given  to  corporations. 
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EMPLOYER  MANDATES  Since  small  businesses  are  not  currently  required 
to  provide  health  insurance  for  their  employees,  "employer  mandates"  to  achieve 
the  goal  of  universal  health  insurance  coverage  would  be  a  substantial  new 
economic  burden  for  farmers  and  ranchers.  Employers  should  continue  to  have 
the  option  of  providing  health  insurance  for  their  employees. 

INSURANCE  PURCHASING  POOLS  Steps  should  be  taken  to  allow  self- 
employed  individuals  to  group  together  to  purchase  health  insurance  and  reap  the 
same  savings  now  available  only  to  large  employers.  Farmers  should  also  be 
permitted  to  develop  their  own  insurance  pools  to  maintain  the  health  care  cost 
savings  generally  afforded  to  rural  residents,  as  long  as  the  pools  adhere  to 
national  performance  standards. 

LEVEL  OF  INSURANCE  DEDUCTIBLES  Many  farmers  minimize  their 
insurance  premiums  by  maintaining  high  deductibles,  agreeing  to  pay  an  initial 
level  of  health  care  exp)enses  out  of  pocket.  Farmers  and  other  self-employed 
individuals  should  be  permitted  to  continue  running  high  deductibles  if  they  can 
demonstrate  sufficient  financial  ability  at  the  beginning  of  the  policy  year. 

Mr.  Chairman,  as  an  industry  we  are  strongly  united  in  our  concern  about  these 
"pocketbook"  topics  and  we  would  urge  you  and  your  colleagues  to  make  every  effort  to  see  that 
these  concerns  are  adequately  addressed.  The  profitability  of  farming,  job  creation  in  the 
agricultural  sector,  and  the  quality  of  life  in  rural  America  deserve  the  diligence  of  our  group. 
Congress,  and  the  Administration. 

Thank  you,  once  again,  for  the  opportunity  to  be  here  today  before  the  Committee.  I 
would  be  happy  to  answer  any  questions  you  might  have. 
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TESTIMONY  OF  NANCY  F.  DANIELSON,  ON  BEHALF  OF  THE  NATIONAL 
FARMERS  UNION,  REGARDING  THE  IMPLICATIONS  OF  HEALTH  CARE  REFORM 
ON  RXniAL  AMERICA,  PRESENTED  TO  THE  HOUSE  AGRICULTURE  COMMITTEE, 
ON  MARCH  17,  1994. 

Health  care  reform  has  become  th^  $9^0  billion  qut-stion,  not  only 
because  of  the  high  price  tag,  b.  '-  because  it  touches  each  family 
personally.   On  behalf  of  the  250,000  families  of  the  National 
Farmers  Union,  thank  you  for  holding  a  hearing  to  concentrate  on 
how  health  care  reform  will  impa.t  rural  America. 

I  am  Nancy  Danielson,  a  lifelong  member  of  National  Farmers 
Union,  as  well  as  Washington  representative  to  the  organization. 
National  Farmers  Union  is  currently  conducting  a  health  care 
education  campaign.   As  part  of  that  campaign,  we  have  conducted 
health  care  workshops  and  seminars  throughout  the  Heartland, 
including  North  Dakota,  South  Dakota,  Minnesota,  Wisconsin, 
Kansas,  Washington,  Texas,  Oklahoma,  Nebraska,  Iowa_,  Ohio,' 
Pennsylvania,  Illinois,  Montana,  and  Maryland.   We  "look  forward 
to  sharing  the  feedback  we  have  received  from  our  meetings. 

My  statement  today  will  cover  three  areas: 

1)  National  Farmers  Union's  health  care  reform  policy 

2)  concerns  voiced  by  rural  Americans 

3)  which  plans  do  the  best  job  of  addressing  rural  needs 

I.  Policy  of  the  National  Farmers  Union 

Delegates  to  the  annual  convention  of  the  National  Farmers  Union 
met  on  March  4-7,  1924,  in  Fargo,  North  Dakota.   They  passed 
health  care  policy  that  called  for  the  following: 

1 .  Universal  coverage 

2.  100  Percent  tax  deductibility 
3  .   Longterm  care 

4.  Af fordability 

5.  Expansion  of  the  National  Health  Service  Corps 

6.  Single  payer  insurance 

7.  Choice  of  provider 

8.  Comprehensive  benefits 

National  Farmers  Union  has  been  on  record  for  universal  coverage 
since  1938.   To  date,  there  are  only  two  proposals  that  achieve 
this  top  priority- -the  single  payer  bill  and  the  Clinton  bill. 

National  Farmers  Union  continues  to  support  reform  which  includes 
a  national  single  payer  system,  with  premiums  based  on  ability  to 
pay.   However,  we  are  pleased  to  note  that  majority  of  the  items 
we  call  for  are  included  in  the  Clinton  bill. 
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II.   Areas  of  Special  concern  to  Rural  Citizens 

There  are  several  issues  that  are  unique  or  of  higher  concern  to 
rural  areas. 

1.  One  hundred  percent  deductibility  for  the  self-employed  is 
especially  important  to  farm  families  and  small  businesses.   Many 
farm  families  are  paying  in  the  range  of  $500  per  month  for 
family  coverage.   Those  with  pre-existing  medical  conditions  are 
paying  much  higher  rates.   F^^metimes  on'^  family  member  will  have 
an  off -farm  job,  but  too  oft^n  the  j^o  does  not  include  benefits. 
Yet,  even  in  a  disaster  year  with  low  ir.come,  the  family  can  not 
drop  health  insurance  without  literally  betting  the  farm  against 
an  accident  or  illness.   It  is  essentia   we  extend  the  100 
percent  premium  deduction  that  other  employeis  receive  to  those 
who  are  self-employed. 

2.  Medicare  shortfalls  endanger  rural  hospitals.   We  have  met 
with  hospital  boards  in  rural  areas  whose  patient  ratios  are  as 
high  as  70  percent  Medicare.   The  government  currently  pays  rural 
hospitals  about  $.70  for  each  $1.00  submitted  for  reimbursement. 
As  a  result,  the  hospital  is  forced  to  cost-shift.   If  the 
Medicare  shortage  is  too  great,  the  citizens  must  choose  between 
closing  their  hospital  or  passing  property  tax  levies  to  keep  the 
doors  open.   Property  tax  places  a  disproportionate  burden  on 
local  producers. 

3.  Farmers  and  other  small  business  owners  are  concerned  about 
the  cost  of  covering  their  employees  and  whether  they  will  be 
able  to  continue  to  hire  help.   It  is  extremely  important  that  if 
Congress  passes  a  plan  which  includes  an  employer  mandate,  there 
are  permanent  provisions  to  make  insurance  affordable.   The 
Clinton  plan  currently  contains  several  premium  caps  and 
subsidies  to  ensure  Sf fordability .   Plans  which  mandate  coverage 
but  do  not  contain  financing  assistance  are  unacceptable. 

4 .  What  assets  will  be  counted  in  determining  consumer 
eligibility  for  premium  assistance?   In  a  disaster  year,  a  farm 
family  may  have  an  income  that  is  substantially  below  100  percent 
of  poverty.   Land  ownership  alone  is  an  untrue  measure  of  ability 
to  pay  for  health  insurance. 

5.  Will  reform  push  all  citii  -ns  into  a  health  maintenance 
organization  (HMO) ?   Some  of  the  reform  proposals  emphasize  the 
use  of  managed  competition,  almost  to  the  exclusion  of  fee  for 
service  providers.   Yet,  many  rural  areas  do  not  even  have  access 
to  an  HMO.   Any  reform  proposal  which  relies  solely  on  managed 
competition  will  leave  rural  America  out  of  health  care  reform. 

Attachment  A  is  a  map  of  areas  of  the  United  States  which  can 
support  HMO's.   Most  of  our  members  live  in  the  areas  which  are 
not  served  by  HMO's.   We  are  pleased  that  the  Clinton  bill  allows 
consumers  to  choose  between  fee  for  service  and  capitated 
systems . 
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6 .  Prevention  must  be  emphasized  if  we  are  to  ultimately  achieve 
control  of  medical  costs.   Plans  which  require  high  deductibles 
are  a  barrier  to  prevention.   Other  harriers  include  distance  of 
travel  to  the  nearest  hospital  or  clini. ,  and  lack  of  public 
transportation.   The  Clinton  bill  addresses  the  problem  of 
improving  infrastructure  to  promote  health  care. 

7.  Allowing  reimbursement  for  serv ces  performed  by  physicians 
assistants  and  nurse  practitioners  could  '- =lp  alleviate  the 
problems  caused  by  a  shortage  of  docto  3  i:i  rural  America. 

8.  A  recent  study  found  that  the  average  rural  dor-tor  is  sixty 
years  of  age.  We  must  have  refcim  which  will  help  attract  more 
physicians  to  rural  areas. 

9.  Farmers  point  to  commodity  price.,  which  are  the  same  now  as 
they  were  in  1978.   Yet  medical  costs  have  risen  much  faster  than 
the  consumer  price  index.   They  are  calling  for  reform  with 
specific  steps  to  control  costs. 

10.  Some  farmers  are  now  paying  workers  compensation  premiums  as 
high  as  15  percent.   They  often  ask  whether  these  costs  will 
continue  after  reform. 

11.  Farmers  are  also  concerned  about  the  amount  of  record 
keeping  that  will  be  required  under  any  reform  proposal . 

12.  Those  who  are  self-employed  and  currently  receive  insurance 
under  their  spouse's  plan  are  concerned  that  they  will  no  longer 
receive  that  coverage. 

13 .  Our  members  oppose  plans  which  would  encourage  employers  to 
provide  less  coverage  than  they  currently  offer.   This  is  true  of 
some  of  the  managed  competition  plans,  which  allow  employers  to 
deduct  only  costs  associated  with  the  cheapest  plans. 

14.  If  we  adopt  a  plan  which  uses  alliances,  we  support  making 
those  alliances  mandatory  and  rec^uiring  the  alliances  to  serve 
rural  areas.   Other  ise,  we  belinve  rural  Americans  may  have  to 
travel  unacceptable  distances  for  ca  e . 

Plans  Which  Do  the  Best  Job  of  Addressing  Rural  Needs 

National  Farmers  Union  continues  to  prefer  single  payer  reform. 
However,  while  we  have  not  endorsed  the  Clinton  bill,  we  find 
much  in  the  plan  to  commend.   It  contains  many  provisions  that 
are  consistent  with  National  Farmers  Union  Policy: 

1 .  Universal  coverage 

2.  100  percent  tax  deductibility  of  premium  for  self-employed 

3 .  Portability 

4 .  Longterm  care  provisions 
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5.  Expansion  of  the  National  Health  Service  Corps  and  other 
rural  support  programs 

6 .  Single  payer  system  is  an  option  tor  states 

7.  Choice  of  provider 

We  also  support  the  special  provisions  in  the  Clinton  bill  for 
rural  communities: 

1.  Alliances  are  required  to  serve  rural  areas 

2 .  Investment  in  infrastructure 

3.  Incentives  to  expand  rural  community-based  network  and  plans 

4.  Investment  to  develop  the  health  work  force. 

5.  Expansion  of  the  rural  public  health  system. 

6.  Develop  infrastructure  to  link  rural  and  research  hospitals 

7.  Longterm  contracts  to  serve  luial  areas 

8.  Federal  loan  guarantees  to  help  rural  community-based 

organizations  make  capital  improvements 

TABLE  A  shows  that  the  Clinton  bill  will  provide  comprehensive 
coverage. 


Deductible 

Co- Insurance 

Out  of  pocket 

Inpatient  hospital 

Emergency 

Eye  and  ear 


Low  cost 
sharing  plan 

None 

$10/v' sit 

$1500/$3000 

full  coverage 

$25 

$10  (+  glasses 
for  kids) 

$10  (under  age  18) 


Dental 

Restoration  (after  2001)   $20/visit 

Orthodontia  (after  2001)   $20/visit 


High  cost 
sharing  plan 

$200/$400 

20% 

$1500/$3000 

20%  copay 

20% 

20% 


20% 

$50  4  40% 

$50  +  40% 


Prescriptions 
Outpatient  rehab. 


$5 
$10/visit 


$250/yr 
20% 


20° 


Medicare:  Part  B  will  include  prescription  drugs.   Premium  will 
increase  approximately  $11 . 00/month.   (This  will  include  a 
$250/annual  deductible  +  20%  co-payment,  with  a  $1000  cap  on 
costs .  ) 

TABLES  B  and  C  show  that  the  Clinton  bill  has  Premium 
Af f ordability  for  consumers  and  employers. 
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*  Employers  may  choose  to  pay  more  than  80  percent. 

*  People  at  less  than  100  percent  of  poverty  will  receive  a 
subsidy  for  the  entire  amount  of  their  premium. 

*  Those  who  are  between  100-150  percent  of  poverty  will  receive  a 
partial  subsidy,  based  on  a  sliding  scale.   (150%  of  poverty  is 
$22,200  for  two  parent  far^lies,  $18,400  for  single  parents, 
$14,600  for  married  couples,  and  $10,800  for  single  people.) 

TABLE  B:   EXPECTED  COSTS  FOR  THE  AVERAGE  PLAN 

National   FaTtily  Share    Family  Share   Employer 
Policy  Type    Premium    (per  mcnth) Let  r  year) Share  ( year) 


2  Parent 
+  children 

$4 

360 

•573 

Single 
parent 

$3 

893 

$65 

Couple 

$3 

865 

$64 

Single 

$1 

932 

$32 

$872 

$779 

$773 
$386 


$2,479  * 

$2,479  * 

$2,125  * 
$1, 546 


*  Note  -  "employer  share"  refers  to  amount  for  one  employer;  plan 
assumes  both  spouses  employers  will  contribute. 

**   Premiums  for  families  with  income  less  than  $40,000  are 
capped  at  3.9%  of  income. 


TABLE  C;   CAP  ON  EMPLOYER  CONTRIBUTIONS 

Discounts  are  available  for  employers  of  up  to  75  workers. 
vary,  according  to  number  of  workers  and  average  wage. 

Cap  on  Firm  Payments  (percent  of  payroll) 

Average  wage  per  full 
time  equivalent  worker 

<  $12,000 

$12  -  15,000 

$15  -  18,000 

$18  -  21,000 

$21  -  24,000 

>  $24,000 


They 


-  -  -  -  -  -Firm 

Size  -  - 

-  -  -  - 

<25  workers 

25-50 

50-75 

3.5% 

4  .4% 

5.3% 

4  .4% 

5.3% 

6.2% 

5.3% 

6.2"; 

7.1% 

6.2% 

7.1% 

7.9% 

7.1% 

7.9% 

7.9% 

7.9% 

7.9% 

7.9% 

CONCLUSION 

We  expect  much  debate  and  many  changes  will  be  offered  before  any 
one  plan  is  adopted.   We  appreciate  the  opportunity  to  be  part  of 
the  discussion  and  offer  our  assistance  in  achieving  meaningful 
reform. 


(Attachment  follows:) 
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Figure  1.  Healtti  MarVats  with  Populations  >360,000  in  the  Unltad  Stale*. 
MetropolKan  areas  (health  martcets)  with  populations  >360,000  are  shown  In  black. 


Source:  NEJM  1993;  328:148. 


Where  is  Competition  Feasible? 


In  smaller  cities  and  rural  America,  population  is  too  sparse  to  support  even  a  semblance  of  the 
competition  fundamental  to  Managed  Competition's  cost  control  suategy.  A  town's  only  HMO  or 
hospital  cannot  compete  with  itself.  The  minimum  feasible  size  of  a  comprehensive  HMO  is  about 
400,000  enrollees.  While  it  is  unclear  how  many  overlapping  HMOs  are  needed  to  foster  real 
competition,  three  competitors  in  the  same  area  is  probably  a  minimum.  (More  may  be  needed.  J.K. 
Galbraith  has  noted  that  oligopolies  don't  compete.  Three  HMOs  that  dominate  a  region  may  tacitly 
collude  to  drive  up  prices,  enlarging  the  pie  of  health  care  dollars  rather  than  fighting  for  the  biggest 
piece.)  In  order  to  support  three  comprehensive  HMOs  a  market  area's  population  must  exceed  1.2 
million.  Yet  only  42%  of  the  U.S.  population  lives  in  metropolitan  areas  of  this  size.  26  of  the  50  states 
have  no  one  market  area  with  a  population  greater  than  1.2  million. 

Even  assumptions  much  more  sympathetic  to  Managed  Competition  suggest  that  this  strategy  is 
inapplicable  in  much  of  our  nation.  On  the  map  above  market  areas  with  populations  greater  than 
360,000  are  shaded  black.  For  the  36%  of  Americans  who  live  in  the  unshaded  areas  (including  9  entire 
states),  competition  among  health  care  providers  is  inconceivable. 
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THE  RURAL  PERSPECTIVE  ON 
NATIONAL  HEALTH  REFORM  LEGISLATION 

Addressing  the  Critical  Rural  Issues 

Reference  Document 

In  Support  of 

Testimony  Presented 

to 

The  House  Committee  on  Agriculture 

RUPRI  Rural  Health  Reform  Expert  Panel 

March  17,  1994 


For  more  information,  contact: 

RUPRI  Coordinating  Center 
University  of  Missouri 

200  Mumford  Hall 
Columbia,  MO     65211 

(314)  882-0316 
FAX  [314]  884=5310 


The  Rural  Policy  Research  Institute  provides  objective  analysis  and  facilitates  dialogue  concerning 
public  policy  impacts  on  rural  people  and  places. 

This  RUPRI  briefing  is  published  to  inform  public  opinion,  and  provide  a  more  informed  policy 
debate.  Views  expressed  are  those  of  the  Expert  Panel  convened  for  this  purpose,  and  do  not 
reflect  the  views  or  policy  of  any  institution. 
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COORDINATING  CENTER 

200  (VlLmforc  Hail 

Universily  ot  Missouri 

■  Columbia,  MO  65211 

(314)  8820316 

FAX  [314]  884=5310 


Board  of  Directors 


L  Befnafd  Daniels 
univefS'Ty  01  Arkansas 


Tnomas  A  Frelz 
Iowa  Slate  unlversl^ 


Bruce  Bullock 
Univefsitv  ot  Missouri 


Datrell  Nelson 
UntvefSity  01  NeCjraska 


March  14,  1994 


Honorable  E.  de  la  Garza 

Chairman 

House  Committee  on  Agriculture 

1301  Longworth  House  Office  Building 

Washington,  DC     20515-6001 


Coordinating  Center 
Director 


Charles  W  Flunarry 


Campus  CoorOinators 


yoily  Sizer  Killian 
Jniversity  ol  Arkansas 


Wark  A  Eoelman 
o«a  State  University 


Daryl  HobDS 
Jniversity  of  Missouri 


;am  Cordes 
Jniversity  ol  Neoraska 


Dear  Chairman  de  la  Garza: 

Please  accept  the  following  as  the  extended  reference  document 
upon  which  the  RUPRI  Rural  Health  Reform  Expert  Panel  has  based  its 
scheduled  March  17,  1994  testimony  before  your  Committee.  As  you 
know,  this  Expert  Panel  has  been  assembled  by  RUPRI  to  serve  as  an 
ongoing  research  and  decision  support  resource  for  policy-makers 
throughout  the  design,  implementation,  and  evaluation  of  national  health 
reform. 

I  thank  you  for  your  interest  in  this  analysis,  and  your  continuing 
interest  in  quality  health  care  for  all  Americans.  We  remain  at  your  disposal 
for  further  clarification,  follow-up,  and  additional  dialogue  regarding  these 
issues. 


Sincerely, 

Charles  W.  Fluharty 
Director 


Enclosure 
CWF/bt 


UNIVERSITY  OF  ARKANSAS  •  lOW*  STATE  UNIVERSITY  -  UNIVERSITY  CF  .MISSOURI  •  UNIVEPSITV  CF  NEBRASKA 
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INTRODUCTION 


This  Reference  Document  is  in  support  of  March  17,  1993  testimony  requested  by  the 
House  Committee  on  Agriculture  regarding  the  rural  implications  of  the  major  national 
health  reform  proposals  currently  being  considered.  This  analysis  was  also  used  by  RUPRI 
in  fulfilling  a  request  from  the  Congressional  Rural  Caucus  and  the  House  Rural  Health 
Care  Coalition  for  a  similar  briefing.  The  Rural  Policy  Research  Institute  has  assembled  a 
distinguished  group  of  national  rural  health  experts  to  serve  as  an  ongoing  research  and 
decision  support  resource  for  policy-makers  throughout  the  design,  implementation,  and 
evaluation  of  national  health  reform.  This  RUPRI  Rural  Health  Reform  Expert  Panel  was 
chosen  to  reflect  geographic,  disciplinary,  and  organizational  diversity. 

RUPRI  RURAL  HEALTH  REFORM  EXPERT  PANEL 

Andrew  Coburn,  Ph.D.,  University  of  Southern  Maine 

Sam  Cordes,  Ph.D.,  University  of  Nebraska 

Robert  Crittenden,  M.D.,  University  of  Washington 

J.  Patrick  Hart,  Ph.D.,  Northern  Wisconsin  AHEC 

Keith  Mueller,  Ph.D.,  University  of  Nebraska 

Wayne  Myers,  M.D.,  University  of  Kentucky 

Thomas  Ricketts,  Ph.D.,  University  of  North  Carolina 

Another  RUPRI  Expert  Panel  is  now  developing  analysis  of  the  rural  economic  impacts  of 
the  principal  health  reform  proposals  currently  under  consideration.  This  Expert  Panel  will 
report  its  findings  to  Congress  in  mid-summer. 
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METHODOLOGY 

The  analysis  which  follows  is  intended  to  provide  an  understanding  of  the  rural 
implications  of  five  national  health  reform  legislative  proposals  recently  introduced: 

S  491  -  American  Health  Security  Act  of  1993  (Wellstone) 

S  1770  -  Health  Equity  and  Access  Reform  Today  Act  of  1993  (Chafee) 

HR  3080  -  Affordable  Health  Care  Now  Act  of  1993  (Michel) 

HR  3222  -  Managed  Competition  Act  of  1993  (Cooper) 

HR  3600  -  Health  Security  Act  (Gephardt/Clinton) 

The  Rural  Policy  Research  Institute  has  assembled  a  distinguished  group  of  national  rural 
health  experts  to  serve  as  at\  ongoing  research  and  decision  support  resource  for  policy- 
makers throughout  the  design,  implementation,  and  evaluation  of  national  health  reform. 
This  Expert  Panel  was  chosen  to  reflect  geographic,  disciplinary,  and  organizational 
diversity. 

In  developing  this  analysis,  the  RUPRI  Expert  Panel  analyzed  these  proposals  on  the 
assumption  that  they  would  be  enacted,  as  introduced.  While  these  bills  specifically 
address  a  "rural"  consideration  on  numerous  issues,  broad  elements  of  each  bill  are 
equally  important,  and  have  specific  rural  impacts.  Therefore,  legislative  and 
administrative  resolution  of  the  six  critical  issues  outlined  below  will  be  fundamental  in 
determining  each  Act's  eventual  impact  on  rural  people  and  places: 

I.  Availability  of  Appropriate  Rural  Providers 

II.  Availability  of  Appropriate  Rural  Facilities 

III.  Integration/Coordination  of  the  Rural  Health  Care  System 

IV.  Rural  Influence,  Involvement,  and  Representation 

V.  Cost  Control/Reimbuteement  Mechanisms 

VI.  Insurance  Coverage  Scope 

In  the  analysis  which  follows,  the  Expert  Panel  first  determined  the  probable  impact  of 
each  Act,  if  implemented,  upon  these  six  issues.  Two  points  of  reference  were  used. 
First,  the  Act  is  compared  to  a  Baseline:  today's  rural  reality.  Second,  the  Act  is 
compared  to  the  more  lofty  standard  of  an  "optimum"  health  care  system.  The  criteria 
underpinning  this  "optimum"  construct  are: 

•  A  stable  and  locally  appropriate  health  care  system 

•  An  integrated  service  delivery  approach 
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♦  Sufficient  local  control,  responsibility,  and  flexibility 

♦  A  cost-effective  health  care  system 

♦  Universal  health  care  coverage 


This  analysis,  as  well  as  the  potential  concerns  and  suggestion  for  change  are  based  upon 
these  principles  and  Baseline,  and  should  be  considered  as  specific  legislative  details  are 
craftped  within  the  Congress. 


OVERVIEW 


Those  issues  at  the  core  of  the  national  debate  on  health  reform  are  cost  containment, 
the  financing  of  the  system,  consumer  choice,  and  organizational  change.  All  of  these 
issues  are  of  relevance  and  concern  to  those  in  rural  areas,  but  the  single  most  important 
concern  for  rural  America  is  not  at  the  core  of  the  debate.  In  other  words,  the  debate 
itself  has  a  very  strong  metropolitan  bias.  The  most  important  single  concern  to  rural 
America  is  the  supply  of  providers  and  the  infrastructure  of  the  rural  health  care  system. 
This  central  rural  issue  has  not  been  a  focal  point  of  the  national  debate,  and  it  must 
become  so,  as  specific  legislation  is  considered. 

It  is  only  when  there  is  an  adequate  supply  of  services  or  service  infrastructure  that  the 
issues  that  are  of  primary  concern  to  urban  citizens  become  relevant  to  rural  areas.  For 
example,  if  no  services  exist,  or  if  very  limited  services  are  present,  it  is  without  meaning 
to  discuss  benefit  packages  and  consumer  choice;  and  it  is  akin  to  an  oxymoron  to  debate 
the  cost  of  nonexistent  services,  and  how  nonexistent  services  are  organized  and 
financed.  As  this  legislation  moves  forward,  the  most  important  question  that  needs  to 
be  asked  is  how  each  component  of  the  legislation  will  impact  the  supply  of  providers  and 
the  infrastructure  of  rural  health  care  systems. 


ESSENTIAL  LEGISLATIVE  COMPONENTS -BY  CRITICAL  RURAL  ISSUE 


Following  analyses  of  these  alternative  proposals,  the  RUPRI  Expert  Panel  outlined  those 
essential  principie(s),  component(s),  or  approach(es)  which  are  of  critical  importance  and 
absolutely  essential  in  assuring  that  rural  impacts  are  adequately  addressed  across  these 
six  critical  issues.  Those  essential  legislative  components  are  listed  below,  by  issue, 
followed  by  specific  examples  of  legislative  approaches  within  these  bills  that  are 
consistent  with  these  principles. 

I-     AVAILABILITY  OF  APPROPRIATE  RURAL  PROVIDERS 

For  most  rural  areas,  the  only  type  of  physician  that  is  feasible  and  rational  is  a  primary 
care  physician-especially  family  practitioners.  Few,  if  any,  factors  have  contributed  more 
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to  the  ongoing  rural  health  crisis  than  the  long-term  trends  toward  specialization  in 
medical  education.  Hence,  the  absolutely  essential  prerequisites  for  the  future  viability  of 
the  rural  health  care  system  are  (a)  a  substantial  expansion  in  the  national  supply  of 
primary  care  physicians,  and  (b)  programs  and  incentives  to  alter  the  geographic 
distribution  of  these  physicians. 

The  need  for  a  substantial  increase  in  primary  care  physicians  has  become  even  more 
critical,  given  the  recent  increase  in  competition  for  primary  care  physicians  from  urban- 
based  "managed  care"  plans.  How  this  increased  competition  "plays  out"  in  the  short- 
term,  while  the  national  supply  of  primary  care  physicians  is  augmented  in  the  longer-run, 
may  be  today's  greatest  single  potential  threat  to  the  rural  health  care  system.  For 
example,  it  is  quite  conceivable  that  many  existing  rural  physicians  will  be  enticed  to  leave 
their  practices  for  urban-based  employment  packages  that  provide  both  (a)  a  shorter  and 
more  predictable  work  schedule  and  (b)  a  guaranteed  and  more  lucrative  income  level. 

Many  years  of  research  have  demonstrated  beyond  doubt  that  various  nonphysician 
providers  can  provide  high  quality  care,  in  an  extremely  cost-effective  fashion,  that  is 
readily  acceptable  to  those  living  in  rural  areas.  Examples  of  such  providers  include  nurse 
practitioners,  physician  assistants,  and  certified  nurse  midwives.  Unfortunately,  the 
national  supply  of  such  providers  is  limited,  and  a  number  of  licensure  and  reimbursement 
barriers  prevent  their  full  potential  from  being  realized.  Given  the  limited  supply  of  primary 
care  physicians  and  the  increased  competition  for  them  from  urban-based  "managed  care" 
plans,  the  effective  utilization  of  nonphysician  providers  in  rural  areas  becomes  more 
important  than  ever. 

•  POLICY  DECISIONS  AND  DECISION-MAKING  REGARDING  HEALTH  PROFESSIONS 
SUPPLY  SHOULD  BE  LINKED  TO  PUBLIC  NEEDS  FOR  PROVIDERS. 

Examples  of  legislative  features  consistent  with  this  principle: 

*  Numbers  of  medical  resident  training  positions  and  their  distribution  among 
specialties  to  be  based  on  population's  needs.  (HR  3222,  Section  3002,  pp.  215- 
217) 

*  National  Health  Professions  Advisory  Committee  and  Advisory  Committee  on 
Primary  Care  and  the  Medically  Underserved  to  help  guide  national  policy.  (S  491 , 
Section  403,  p.  62;  Section  702,  p.  145) 

•  PUBLIC  PAYMENTS  SHOULD  SUPPORT  POLICY  PRIORITIES. 

Examples  of  legislative  features  consistent  with  this  principle: 

*  Primary  care  training  programs  reimbursable  at  higher  rates  than  specialty  training. 
(HR  3222,  Section  3003,  p.  220) 

*  Residency  training  can  move  out  of  teaching  hospitals  without  losing  federal 
support.  (S  1770,  Section  5102,  p.  462) 
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•  Tax  credits  available  for  providers  for  underserved  populations.  (S  1770,  Section 
5103,  p.  464) 

•  At  least  half  of  physicians  finishing  residency  training  enter  primary  care.  (HR 
3600,  S491) 

•  States  lose  funding  if  50%  of  graduate  medical  education  is  not  in  primary  care. 
(S  491,  Section  701,  p.  142) 

•  Specialist  reimbursement  to  be  selectively  reduced.  (HR  3222,  Section  2202,  p. 
201) 

•  TARGETED  PROGRAMS  AND  INTERVENTIONS   ARE  NEEDED  TO  STABILIZE  THE 
RURAL  PROVIDER  SUPPLY  WHILE  LONG-TERM  CHANGES  ARE  TAKING  EFFECT. 

Examples  of  legislative  features  consistent  with  this  principle: 

•  National  Health  Service  Corps  is  to  be  expanded.  (HR  3600;  S  1770,  Section 
5103,  p.  464) 

•  Impediments  to  nurse  practitioner  and  physician  assistant  practice  are  preempted. 
(HR  3600) 

•  Physician  assistant  and  nurse  practitioner  training  is  expanded.  (HR  3600;  S  1 770, 
p.  465) 

•  Community  and  migrant  health  centers  and  rural  health  center  programs  are 
strengthened  and  expanded.  (HR  3600;  S  1770,  Section  5104,  p.  390) 

II.   AVAILABILITY  OF  APPROPRIATE  RURAL  FACILITIES 

One  component  of  health  reform  is  designed  to  reduce  bureaucracy  and  achieve 
administrative  simplicity.  Efforts  to  "streamline"  the  system  have  the  potential  for 
providing  especially  large  benefits  to  small-scale  rural  providers  who  have  limited  time  and 
capacity  for  coping  with  the  complexity  of  today's  health  care  bureaucracy. 

Additionally,  many  local  rural  areas  will  need  considerable  assistance  to  develop  the 
capacity  to  adapt  effectively  to  tomorrow's  health  care  structure  and  environment. 
Technical  assistance  and  grant  programs  for  small  communities,  network  development, 
alliance  formation,  and  multi-community  collaboration  are  examples  of  critical 
considerations  from  the  standpoint  of  rural  America. 

•  A  STRONG  FINANCIAL  BASIS  IS  NECESSARY  TO  ENSURE  THE  VIABILITY  OF  RURAL 
FACILITIES. 

Examples  of  legislative  features  consistent  with  this  principle: 
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•  finiversal  coverage  for  all  U.S.  citizens  and  legal  residents.  (S  491,  Section  102, 
p.  6;  HR  3600,  Section  2) 

Payment  incentives  designed  to  encourage  delivery  of  care  through  rural  facilities. 
(3  491,  Section  612,  p.  121,  Section  620,  p.  138;  S  1770,  Section  5002,  p.  402; 
HR  3600) 

•  Phase  out  of  disproportionate  share  payments  to  rural  hospitals  paired  with  special 
payments  to  those  that  could  be  adversely  affected.  (HR  3222,  p.  152) 

.     RURAL  FACILITIES  ARE  SMALL  AND  NEED  LINKED  INTO  NETWORKS  TO  SURVIVE 
AND  THRIVE. 

Examples  of  legislative  features  consistent  with  this  principle: 

•  Designation  of  underserved  areas  by  state  governors.  (HR  3222,  Section  1401,  p. 
138) 

•  Funds  for  network  development.  (HR  3222,  Section  1411,  p.  141;  HR  3600) 

•  Funding  for  essential  community  providers.  (HR  3600) 

•  Safe  harbors  for  rural  facilities.  (S  1770,  Section  4202,  p.  357) 

•  Rural  emergency  access  hospital  conversions.  (HR  3080,  Section  1501,  p.  146) 

111.  HjTEGRATION/COORDINATION   OF  THE  RURAL  HEALTH  CARE  SYSTEM 

Many  innovative  and  effective  "supply-side"  programs  have  been  developed  that  have 
been  particularly  helpful  to  rural  America.  Examples  include  the  National  Health  Service 
Corps,  Area  Health  Education  Center,  Rural  Health  Transition  Grant,  Migrant  Health 
Center,  Essential  Access  Community  Hospital,  Rural  Primary  Care  Hospital,  and 
Community  Health  Center  programs;  and  a  national  network  of  state  offices  of  rural 
health.  It  is  important  that  national  health  reform  legislation  not  lose  sight  of  the  critical 
role  these  types  of  programs  play  in  trying  to  achieve  some  minimal  level  of  geographic 
and  financial  access  to  services  throughout  rural  America. 

Federal  and  state  "oversight"  is  not  necessarily  objectionable  and  problematic  from  the 
rural  perspective.  However,  it  is  absolutely  essential  that  flexibility  and  local  accountability 
also  be  built  into  any  type  of  restructured  system.  For  example,  "border  crossing"  from 
one  state  to  another  to  secure  services  is  much  more  likely  to  be  a  rural  than  an  urban 
phenomenon.  To  the  extent  some  legislative  proposals  may  not  recognize  these  type  of 
sitjations,  or  structure  "institutions"  (e.g.,  health  alliances)  in  a  fashion  that  allow  them 
to  be  insensitive  to  such  phenomena,  rural  needs  and  uniquenesses  will  go  unrecognized. 
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.  INCENTIVES  AND  STRUCTURES  ARE  NEEDED  TO  ENCOURAGE  INTEGRATED  AND 
COORDINATED  HEALTH  SYSTEMS  THAT  MEET  THE  NEEDS  OF  RURAL  AND 
UNDERSERVED  COMMUNITIES. 

Examples  of  legislative  features  consistent  with  this  principle: 

•  Governing  areas  across  state  lines.  (S  1770,  Section  1403,  p.  117;  HR  3222, 
Section  1101,  p.  33;  HR  3600,  Section  1202,  p.  99) 

•  Integrating  CHC  and  essential  community  providers  into  AHPs.  (HR  3222,  Section 
1501,  p.  157;  HR  3600,  p.  583) 

•  Legal  framework  for  cooperative  ventures.  (S  1770,  Section  4202,  p.  359;  HR 
3222,  Section  1402,  p.  141) 

•  Health  plans  cover  rational  geographic  areas,  and  provide  a  comprehensive  set  of 
services.  (S  491,  Section  201,  p.  13;  Section  405,  p.  71;  S  1770,  Section  1301, 
p.  89;  Section  4101,  p.  310;  HR  3600,  Section  1371,  p.  183) 

•  SUPPORT  AND  TECHNICAL  ASSISTANCE  SHOULD  BE  AVAILABLE  FOR  RURAL  AND 
UNDERSERVED  COMMUNITIES  AS  THEY  DEVELOP  NETWORKS  WHICH  INTEGRATE 
AND  IMPROVE  THE  EFFECTIVENESS  OF  LOCAL  HEALTH  SERVICES. 

Examples  of  legislative  features  consistent  with  this  principle: 

•  Development  of  information  and  simplified  administrative  systems.  (S  1770, 
Section  3301,  p.  248;  HR  3600,  Section  5101,  p.  859;  HR  3080,  Section  2135, 
p.  274) 

•  Rural  health  system  support  and  demonstration  programs.  (S  1  770,  Section  4006, 
p.  444;  Section  5101,  p.  456;  Section  5201,  p.  470,  Section  5202,  p.  473;  HR 
3227,  Section  1401,  p.  141;  HR  3600,  Section  2601,  p.  489;  Section  3071,  p. 
537;  Section  3132,  p.  559;  Section  331  1,  p.  568;  Section  3331,  p.  574;  Section 
3423,  p.  587;  Section  3428,  p.  595;  Section  3441,  p.  597;  Section  3461,  p. 
606;  Section  3502,  p.  619;  Section  3682,  p.  657) 

IV.        OPPORTUNITIES      FOR      RURAL      INFLUENCE,      INVOLVEMENT,      AND 
REPRESENTATION 

One  component  of  health  reform  envisions  the  creation  of  a  variety  of  new  "institutions". 
It  is  important  that  such  entities,  and  others  like  them,  are  structured  and  operated  in  a 
fashion  that  makes  them  sensitive  to  and  responsive  to  rural  concerns. 

Another  element  envisions  the  need  for  additional  and  more  meaningful  information  from 
health  care  providers  for  the  purposes  of  (a)  enhancing  quality,  (b)  improving 
accountability,  and  (c)  facilitating  consumer  choice  and  decision-making.  It  is  important 
^hat  the  protocol  and  methods  for  collecting  data  are  sensitive  to  rural  concerns  and  that 
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they  not  place  an  inordinate  burden  on  rural  providers  who  often  have  limited  time  and 
capacity  for  responding  to  informational  needs  and  requests,  regardless  of  the  legitimacy 
of  such  requests. 

.  FEDERAL,  STATE  AND  LOCAL  RESPONSIBILITIES  SHOULD  BE  CLEARLY 
DELINEATED,  AND  LOCAL  INTERESTS  SHOULD  HAVE  GUARANTEED 
REPRESENTATION  IN  STATE  DECISION-MAKING  PROCESSES.  ALL  POLICY 
DECISIONS  SHOULD  BE  REVIEWED  BY  A  BODY  DIRECTLY  ACCOUNTABLE  TO  THE 
PUBLIC,  OR  THEIR  ELECTED  REPRESENTATIVES. 

Examples  of  legislative  features  consistent  with  this  principle: 

•  District  Advisory  Councils.  (S  491,  Section  406,  p.  78) 

•  Inclusion  of  Essential  Community  Providers  in  AHPs.  (HR  3600,  Section  1 43 1 ,  pp. 
249-251) 

•  Significant  state  responsibilities.  (S  1770,  Section  1401,  p.  114) 

•  New  state  body,  formally  responsive  to  local  needs.  (S  491,  Section  405,  p.  71) 

•  Rural  representation  required  in  National  Benefits  Commission.  (S  1770,  Section 
1313,  p.  103) 

•  DATA  SYSTEMS  CREATED  TO  ANALYZE  NEEDS  AND  EVALUATE  HEALTH  PLANS 
SHOULD  INCLUDE  HEALTH  STATUS  AND  OUTCOME  MEASURES. 

Examples  of  legislative  features  consistent  with  this  principle: 

•  Comprehensive  population-based  data  collection.  (HR  3600,  Section  5004,  p.  842) 

•  Local  monitoring  of  population-based  need.  (S  491,  Section  406,  p.  78) 

•  Reports  on  achieving  universal  coverage.  (S  1770,  Section  3005,  p.  237;  HR 
3222,  Section  1310,  p.  136) 

V.  COST  CONTROL/REIMBURSEMENT  MECHANISMS 

The  philosophy,  principles,  and  methodology  for  providing  payment/reimbursementtorural 
providers  has  been  an  extremely  contentious  issue.  For  example,  the  approach  used  when 
Medicare  initiated  its  Prospective  Payment  System  in  the  mid-1980s  resulted  in  a  series 
of  rural  inequities  that  generated  several  legal  challenges.  Many  aspects  of  the  current 
round  of  health  reform  have  the  potential  for  creating  another  round  of  payment  inequities 
that  will  further  de-stabilize  the  funding  base  of  today's  rural  health  infrastructure.  Such 
9n  approach  has  the  potential  for  permanently  institutionalizing  existing  funding  inequities 
■or  rural  providers.  More  generally,  health  reform  legislation  should  address  explicitly  the 
ongoing  concern  of  rural  payment  equity. 
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Reduced  budget  outlays  for  Medicare  have  been  projected  as  one  way  of  generating 
savings  to  help  finance  certain  components  of  health  care  reform  (e.g.,  expanding 
insurance  coverage).  Because  of  the  very  high  proportion  of  elderly  in  rural  areas, 
Medicare  is  a  very  large  and  critical  source  of  payment  for  rural  providers.  Hence,  any 
aspect  of  health  reform  that  proposes  a  continuation  of  Medicare,  but  with  a  reduction 
in  Medicare  outlays,  has  the  potential  for  putting  many  rural  providers-especially 
hospitals--at  a  very  significant  financial  risk.  More  generally,  the  adequacy  of  Medicare 
payments,  what  are  "allowable  costs",  and  the  "cost-shifting"  associated  with  Medicare, 
are  critical  issues  from  the  rural  perspective. 

.  COST  CONTROL  AND  REIMBURSEMENT  SYSTEMS  MUST  ASSURE  ADEQUATE  AND 
STABLE  FUNDING  FOR  RURAL  PROVIDERS  WITH  APPROPRIATE  INCENTIVES  FOR 
RURAL  HEALTH  SYSTEM  DEVELOPMENT. 

Examples  of  legislative  features  consistent  with  this  principle: 

•  Universal  and  comprehensive  coverage  are  critical  for  reducing  bad  debt  loads  for 
rural  providers.  (HR  3600,  Section  2,  p.  8;  S  491,  Section  102,  p.  6;  S  1770, 
Section  1601,  p.  128) 

•  The  enrollment  of  Medicaid  beneficiaries  in  health  plans  is  necessary  to  end  serious 
underpayment  of  providers  by  most  state  Medicaid  programs.  (HR  3222,  Section 
2301,  p.  212;  HR  3600,  Section  4201,  p.  807) 

•  Premium  targets  and  adjustments  and  provider  payment  mechanisms  should  not 
perpetuate  historical  rural  payment  inequities.  (S  491,  Section  620,  p.  138;  HR 
3222,  Section  1402,  p.  140;  HR  3600,  Section  6005,  p.  1010) 

•  Adjustments  to  provider  payments  for  providers  serving  rural  and  underserved 
areas  should  be  used  as  incentives  for  practice  in  shortage  areas.  (S  491 ,  Section 
620,  p.  138;  HR  3600,  Section  1542,  p.  285;  HR  3222,  Section  1402,  p.  140) 

•  Transitional,  "safety  net"  payments  for  uncompensated  care  will  be  needed  to 
assure  fair  and  adequate  payments  to  rural  and  underserved  providers  during  the 
transition  to  universal  coverage.  (HR  3222,  Section  1402,  p.  140) 

•  "Rural  Emergency  Access  Hospital"  provisions.  (S  1770,  Section  5004,  p.  427; 
HR  3222,  Section  1422,  p.  150;  HR  3080,  Section  1501,  p.  146) 

VI-        INSURANCE  COVERAGE  SCOPE 

Providing  uncompensated  care  is  a  major  drain  on  many  rural  providers.  Much  of  this  is 
^ue  to  the  high  rates  of  uninsurance  and  underinsurance  among  the  rural  population. 
Hence,  universal  insurance  coverage  that  includes  a  comprehensive  basic  benefit  package 
'^'th  appropriate  limits  on  co-insurance  and  deductibles  has  the  potential  for  providing  a 
significant  infusion  of  additional  funds  into  the  rural  health  system.  This  could  be  of 
-■■itical  importance  in  stabilizing  and/or  enhancing  the  nation's  rural  health  infrastructure. 
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ALL  U.S.  CITIZENS  AND  LEGAL  RESIDENTS  SHOULD  BE  ENTITLED  TO  HEALTH 
INSURANCE  COVERAGE,  AND  PROVISIONS  SHOULD  BE  INCLUDED  TO 
INCORPORATE  OTHERS  AS  NECESSARY. 

Examples  of  legislative  features  consistent  with  this  principle: 

•  Universal  coverage  of  citizens  and  legal  residents.  {MR  3600;  S  491,  Section  102, 
p.  6) 

•  Inclusion  of  others,  if  necessary,  for  public  health  and/or  compensation  of 
providers.  (S  491,  Section  102,  p.  7) 

ANY  BASIC  BENEFITS  PACKAGE  MUST  STIPULATE  COVERAGE  OF  BROAD 
CATEGORIES  OF  CARE  NECESSARY  FOR  ADEQUATE  HEALTH  OUTCOMES, 
INCLUDING  INPATIENT  AND  OUTPATIENT  CARE,  MENTAL  HEALTH  AND 
SUBSTANCE  ABUSE,  AND  LONG-TERM  CARE. 

Examples  of  legislative  features  consistent  with  this  principle: 

•  Specific  inclusion  of  inpatient  and  outpatient  care,  mental  health  and  substance 
abuse,  prescription  medication,  and  emergency  transportation.  (S  1770,  Section 
1301,  p.  89;  HR  3600;  S  491,  Section  201,  p.  13) 

•  Inclusion  of  long-term  care  benefits.  (S  491,  Section  201,  p.  13;  HR  3600) 

INSURANCE  REFORM  PROVISIONS  MUST  INCLUDE  FULL  DEDUCTIBILITY  FOR  SELF- 
EMPLOYED  INDIVIDUALS  AND  THEIR  FAMILIES  AND  EQUITABLE  AVAILABILITY  OF 
HEALTH  PLANS  TO  RURAL  RESIDENTS. 

Examples  of  legislative  features  consistent  with  this  principle: 

Full  deductibility  of  insurance  premiums  for  at  least  the  basic  benefits  package.  (HR 
3222;  HR  3080,  Section  1301,  p.  129) 

Requirements  for  health  plans  to  offer  coverage  to  all  who  apply.  (S  1 770,  Section 
1 1  1 1 ,  p.  3 1 ;  HR  3222,  Section  1  208,  p.  82) 
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Good  morning.    My  name  is  James  R.  Weber.  M.D..  and  I  am  a  rural  family  physician  from 
Jacksonville,  Arkansas.    It  is  my  privilege  to  serve  as  president-elect  of  the  American 
Academy  of  Family  Physicians.    The  Academy  is  the  national  medical  specialty  society 
representing  over  79.000  family  physicians,  family  practice  residents  and  medical  students.    I 
appreciate  this  opportunity  to  share  with  you  the  Academy's  views  on  the  critical  issue  of 
health  system  reform  in  rural  America. 

The  health  of  rural  America  is  of  special  importance  to  family  practice,  which  is  the  only 
physician  specialty  to  locate  in  rural  America  in  the  same  proportion  as  the  general 
population  (22.5  percent  of  the  general  population  and  26  percent  of  family  physicians  reside 
in  non-metropolitan  counties).    No  other  specialty  is  even  half  as  likely  to  locate  in  a  rural 
community.    The  bulk  of  health  care  services  in  rural  communities  are  provided  by  family 
physicians,  and  family  physicians  are  the  only  specialty  with  sufficiently  broad  training  to 
provide  the  comprehensive  services  required  by  rural  Americans. 

Background 

Since  the  mid-1980s,  universal  access  to  care  has  been  a  focal  issue  for  the  Academy.    .A.t 
that  time  the  impems  for  national  concern  was  primarily  the  growing  number  of  uninsured 
people  and  their  inability  to  access  appropriate  care.    Studies  documented  what  family 
physicians  have  long  known,  that  people  who  delay  seeking  medical  care  have  higher  rates  of 
illness  and  death  and  are  more  costly  to  treat.    As  the  percentage  of  our  economy  spent  on 
health  care  has  escalated,  national  attention  on  the  problem  of  access  has  shifted  to  an 
equivalent  concern  about  cost.    The  American  Academy  of  Family  Physicians  shares  these 
dual  concerns. 

In  response  to  our  member's  concerns,  in  1989  the  Academy  became  the  first  physician 
organization  to  develop  a  plan  for  universal  access  through  a  public -private  effort,  building 
on  the  current  model  of  employer-based  insurance.    In  April  1992  the  Academy  released  its 
revised  and  expanded  plan  for  health  reform,  Rx  For  Health:    Tlie  Family  Physicians'  Access 
Plan.    Permit  me  to  briefly  describe  the  principal  elements  of  this  plan.  Rx  For  Health  calls 
for  universal  access  to  a  comprehensive  set  of  benefits,  emphasizing  preventive  services.   It 
builds  upon  the  present  employer-based  system  and  requires  all  employers,  including  small 
businesses,  to  share  in  the  cost  of  providing  insurance  to  their  employees  and  dependent 
family  members.    Employers  and  employees  pay  specific  portions  of  the  premium. 
Employee  cost  sharing  is  based  on  income,  and  subsidies  are  available  for  small  businesses. 

A  key  element  of  the  Academy's  plan  calls  for  each  person  to  have  a  personal  physician  in 
one  of  the  generalist  specialties  (family  practice  physician,  general  internal  medicine  or 
general  pediatrics).    Increased  cost  sharing  is  incurred  if  an  individual  chooses  to  seek  non- 
emergency subspecialty  care  without  a  referral  from  the  personal  physician.   Kx  For  Health 
includes  specific  strategies  for  moving  toward  a  physician  supply  that  is  balanced  between 
generalists  and  specialists.    Further,  it  calls  for  improved  quality  utilizing  practice  parameters 
and  malpractice  reforms.    And,  to  address  the  spiialing  health  care  costs,  it  includes  stringent 
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and  malpractice  reforms.    And,  to  address  the  spiraling  health  care  costs,  it  includes  stringent 
cost  containment  provisions,  including  the  establishment  of  a  National  Board  with  authority 
to  set  and  enforce  global  spending  targets.    Enforcement  is  directed  specifically  to  those 
segments  of  the  health  care  system  responsible  for  inappropriate  spending  increases. 

Rx  For  Health  was  and  is  the  Academy's  vision  of  health  system  reform.    It  has  formed  the 
basis  of  our  discussions  with  members  of  the  House  and  Senate  and  with  the  Administration. 
It  is  the  gold  standard  against  which  we  evaluate  proposals  for  reform,  and  it  includes  the 
specific  elements  that  we  seek  as  Congress  works  toward  the  enactment  of  comprehensive 
reform. 

Within  the  context  of  the  health  care  reform  debate,  there  are  many  different  perspectives  on 
the  most  important  policy  issues  affecting  health  care  in  rural  and  frontier  settings.    Like 
their  urban  and  suburban  counterparts,  rural  constituencies  are  concerned  about  both  the 
quality  and  the  cost  of  their  health  care  services.    However,  the  overriding  problems  facing 
rural  providers  and  consumers  are  economic  and  geographic  barriers  to  health  care  that  result 
largely  from  rural  demographic  characteristics  and  from  an  underdeveloped  and  persistently 
unstable  health  care  infrastructure. 

Several  of  the  health  system  reform  proposals  currently  before  Congress  are  based  on  a 
managed  competition  model  in  which  health  plans  would  seek  to  compete  for  patients  on  the 
basis  of  cost  and  quality.   While  managed  competition  would  appear  to  contain  costs, 
monitor  quality,  and  assure  economic  access,  it  is  unlikely  that  it  will  be  effective  in  rural 
areas  which,  as  a  threshold  issue,  lack  the  volume  sufficient  to  create  viable  competitive 
systems.    Furthermore,  the  managed  competition  strategy  is  intended  to  impose  some 
consolidation  and  constraint  on  health  care  resources;  it  is  not  a  strategy  well-tailored  to 
achieve  the  diffusion  of  health  resources  into  underserved  communities.    If  it  is  to  serve  rural 
and  frontier  populations,  the  managed  competition  concept  must  be  expanded  in  a  way  that 
explicitly  recognizes  the  unique  challenges  of  ensuring  access  to  health  care  for  small 
populations  in  remote,  isolated  places. 

The  AAFP  recognizes  opportunities  to  leverage  some  of  the  incentives  in  a  "tnaruiged 
competition "  approach  to  health  system  reform  to  build  up  the  rural  health  services 
infrastructure.    However,  absent  some  changes  in  existing  medical  education  and  payment 
incentives,  that  reform  strategy  also  has  tremendous  potential  to  Jeopardize  access  to  services 
in  rural  America  and  other  underserved  communities. 

Health  system  reform,  with  its  increased  emphasis  on  reduced  costs  and  appropriately 
"managed"  care,  wiU  --  and  rightfully  should  -  boost  the  demand  for  family  physicians.   As 
most  other  industrialized  nations  already  know,  a  greater  reliance  on  family  physicians  can 
greatly  moderate  health  care  spending.    In  most  other  developed  countries,  explicit  policies 
direct  that  50  percent  or  more  of  the  physician  workforce  be  trained  in  the  generalist 
specialties,  including  family  practice.    In  the  U.S.,  several  studies  have  confirmed  that 
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generalist  physicians  practice  a  less  expensive  style  of  medicine  than  their  specialist 
counterparts  without  compromising  either  patient  satisfaction  or  health  outcomes. 

Unfortunately,  there  are  not  enough  family  physicians  in  the  U.  S.  to  meet  current  demands. 
The  Department  of  Health  and  Human  Services  lists  over  2000,  mostly  rural,  primary  care 
health  professions  shortage  areas,  and  it  will  take  4000  generalist  physicians  to  eliminate 
these  shortage  designations.   Moreover,  the  replacement  rate  for  retiring  GPs  and  FPs 
suggest  that  this  shortage  will  get  much  worse  even  if  corrective  action  is  taken  immediately. 
A  large  percentage  of  practicing  generalist  physicians  are  within  5  years  of  retirement. 
Moreover,  the  percentage  of  generalist  physicians  to  specialists  has  been  steadily  declining. 
In  1960,  almost  half  of  private  practice  physicians  were  in  general  practice;  in  1990  that 
figure  was  closer  to  12  percent.    The  replacement  rates  should  suggest  to  ALL  rural  areas 
the  very  imminent  possibilities  of  physician  shortages  even  in  fully-served  communities. 

Health  reform  envisions  38  million  additional  people  enfranchised  in  a  new,  primary  care- 
based  health  care  system;  the  demand  for  primary  care  physicians  will  increase  accordingly. 
Well  developed,  well  organized  health  care  systems  —  most  typically  urban-based  -  will  be 
in  the  best  position  to  compete  vigorously  for  these  providers.    This  dynamic  is  already 
operative  in  California  and  Wisconsin,  where  large,  profitable  managed  care  plans  have 
signed  up  virtually  every  primary  care  medical  graduate  in  their  respective  states.    Against 
such  powerful  fmancial  incentives,  the  existing  and  the  proposed  strategies  for  improving 
access  in  rural  areas  are  unlikely  to  be  sufficient.    Increased  funding  for  the  National  Health 
Service  Corps  and  larger  Medicare  rural  HPSA  bonus  payments  are  not  going  to  be  enough 
to  dissuade  even  the  most  nobly-intentioned  physician  from  the  comfort  and  security  of  a 
Kaiser  or  a  Mayo.    More  compelling  policies  will  be  necessary  in  these  areas. 

If  the  goal  is  to  reorient  the  entire  health  care  system  toward  high-quality,  cost-conscious 
delivery  systems  grounded  in  primary  care,  we  are  going  to  have  to  produce  more  primary 
care  doctors.    To  the  extent  that  we  do  not,  those  family  physicians  practicing  in  rural  and 
other  underserved  areas  will  be  exposed  to  intense  recruiting  pressure  from  established  plans 
located  in  large  metropolitan  areas.    For  health  care  reform  to  work  as  its  advocates 
envision,  it  is  absolutely  imperative  that  we  take  immediate  action  to  change  the  medical 
specialty  distribution.   Absent  an  immediate  and  drastic  increase  in  the  number  as  well  as  the 
proportion  of  primary  care  physicians,  all  efforts  to  provide  universal  access,  control  costs, 
and  preserve  quality  will  be  frustrated. 

Increasing  access  to  health  care  is  much  more  complex  than  issuing  a  health  insurance  card 
to  all  Americans.    Equally  significant,  and  perhaps  more  formidable,  are  the  access  barriers 
that  exist  because  of  the  geographic  and  specialty  maldistribution  of  health  care  professionals 
and,  in  the  case  of  rural  America,  the  constant  threat  of  closure  of  rural  hospitals,  clinics  and 
other  rural  health  care  providers.    Unless  the  issues  of  resource  development  and  capacity 
building  are  addressed  concurrently  with  the  reform  of  health  care  fmancing,  the  majority  of 
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rural  Americans  will  continue  to  experience  significant  barriers  to  accessing  essential  health 
care  services. 

The  AAFP  applauds  the  comprehensive  approach  of  several  health  reform  proposals  in 
regard  to  rural  health  system  integration  and  development.    However,  as  a  general  matter, 
we  note  with  some  concern  that  the  majority  of  these  rural  health  initiatives  are  to  be  funded 
out  of  appropriations.    Given  the  budget  constraints  under  which  Congress  currently  is 
operating  and  the  intense  competition  for  discretionary  funds,  the  Academy  seeks  an 
immediate,  unequivocal  commitment  from  Congress  that  the  rural  initiatives  will  be  fully 
funded.    We  caimot  overstate  the  importance  of  these  programs  or  our  belief  that  they  will 
determine  the  success  or  failure  of  health  reform  in  rural  areas.    Without  adequate  attention 
to  the  capital  and  resource  needs  of  rural  health  providers,  health  reform  is  likely  to 
substantially  increase,  rather  than  decrease,  barriers  to  rural  health  services. 

What  follows  is  a  summary  of  the  Academy's  major  recommendations  with  respect  to  the 
rural  communities  under  health  system  reform. 

Coverage 

Rural  residents  are  less  likely  to  have  insurance.    Over  18  percent  of  rural  residents  are 
uninsured,  compared  to  14  percent  nationally.    These  statistics  are  attributed  to  a  variety  of 
social,  demographic,  economic,  and  employment  characteristics.    Additionally,  among 
persons  with  incomes  below  the  federal  poverty  level,  rural  residents  are  less  likely  to  have 
Medicaid  coverage  than  other  residents  (35.5  versus  44.4  percent). 

Universal  coverage  of  comprehensive  benefits  has  long  been  a  policy  goal  of  the  AAFP. 
Establishing  universal  coverage  alone  will  provide  substantial  relief  to  the  majority  of  rural 
residents  who  are  self-employed,  work  for  small  businesses,  or  are  unemployed  or 
underemployed.    These  individuals  and  their  employers  now  pay  exorbitant  fees  for  health 
coverage  or  go  uninsured  because  coverage  is  unaffordable  for  single  and  small  group 
subscribers.  The  subsidies  and  risk  pooling  mechanisms  proposed  in  several  health  system 
reform  proposals  would  make  it  possible  for  many  individuals  and  small  businesses  to 
purchase  affordable  coverage  for  the  first  time.    In  addition,  a  defmed,  comprehensive  set  of 
basic  benefits  will  improve  coverage  for  those  who  are  currently  underinsured.   Taken 
together,  these  elements  would  eliminate  most  of  the  uncompensated  care  burden  experienced 
by  rural  providers. 

We  believe  it  important  to  cover  undocumented  persons  under  health  system  reform. 
Estimates  of  the  number  of  undocumented  individuals  in  this  country  range  from  5  million  to 
10  million.    Physicians  and  hospitals  would  still  be  required  to  furnish  emergency  care  to 
undocumented  persons  under  Federal  anti-dumping  law  and  as  a  matter  of  ethical  obligation. 
Unless  their  health  insurance  needs  are  addressed,  potentially  hundreds  of  million  of  doUars 
of  uncompensated  care  would  thus  remain  in  the  system. 
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Workforce  Issues 

Fundamentally,  improving  access  in  rural  areas  hinges  on  increasing  the  supply  of  health 
professionals  in  areas  traditionally  plagued  by  shortages.    Physicians  and  other  providers 
currently  find  few  incentives  to  practice  in  rural  areas.    Although  there  has  been  an 
encouraging  upturn  in  interest  over  the  past  two  years,  the  general  trend  over  the  last  decade 
has  been  for  fewer  and  fewer  medical  school  graduates  to  choose  careers  in  family  medicine. 
Over  time,  the  average  age  of  rural  doctors  is  increasing  while  rural  areas  compete  for  a 
decreasing  pool  of  new  graduates  in  family  medicine  and  the  other  primary  care  specialties. 
Long  hours,  professional  isolation,  and  outmoded  facilities  contribute  to  high  turnover  among 
health  providers  in  rural  areas  and  to  the  difficulties  of  rural  communities  in  attracting  new 
health  care  providers.    As  a  result,  over  400,000  rural  Americans  live  in  counties  without  a 
single  doctor  and  34  million  people  live  in  rural  areas  with  an  inadequate  supply  of  few 
physicians. 

Substantial  positive  reforms  in  the  mechanism  by  which  this  country  pays  for  graduate 
medical  education  have  been  proposed.    Consistent  with  many  of  these  proposals,  the 
Academy  supports  the  following  reforms  of  graduate  medical  education  support. 

Rather  than  relying  largely  on  the  Medicare  program,  there  should  be  established  an  all-payer 
GME  fund  and  a  mechanism  to  allocate  residency  slots  among  the  nation's  training 
institutions  through  a  newly  created  national  commission  on  graduate  medical  education.    The 
commission  should  allocate  residency  positions  according  to  specific  national  goals  relative  to 
the  distribution  of  primary  care  and  non-primary  care  specialties.    At  minimum,  fifty  percent 
of  approved  residency  positions  should  be  in  the  primary  care  specialties  of  family  practice, 
general  internal  medicine,  and  general  pediatrics.    Among  the  criteria  for  determining  the 
allocation  of  funded  slots  include  program  quality,  underserved  minority  representation,  and, 
importantly,  the  geographic  distribution  of  graduates. 

In  addition,  there  should  be  established  an  initial  limit  on  the  number  of  first-year  allopathic 
and  osteopathic  residency  positions  of  no  more  than  110  percent  of  the  number  of  1993  U.S. 
allopathic  and  osteopathic  medical  school  graduates.    As  part  of  its  on-going  duties  the 
national  commission  should  develop  and  propose  recommendations  to  revise  the  limit  on 
residency  slots  by  the  year  2000.    The  change  would  result  in  a  leveling  of  the  growth  of  the 
physician  supply  relative  to  population  by  2010. 

Of  particular  importance  to  rural  communities  would  be  a  requirement  that  GME  payments 
be  made  directly  to  the  legal  entity  sponsoring  the  residency  programs  rather  than  exclusively 
to  teaching  hospitals,  as  is  the  case  under  current  Medicare  GME  support. 

After  setting  national  goals  related  to  the  aggregate  number  of  training  positions  and  the 
primary  care  -  non-primary  care  mix  of  specialties,  the  actual  allocation  of  approved 
positions  to  training  programs  should  be  accomplished  through  a  more  decentralized  process. 
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Specifically,  the  allocation  of  funded  residency  positions  and  the  distribution  of  GME  training 
funds  should  occur  through  regional  or  state  training  consortia  operating  within  broad 
national  goals  related  to  the  aggregate  number  and  specialty  mix  of  training  positions.    This 
approach  would  provide  for  more  private  sector  involvement  and  would  be  more  sensitive  to 
local  needs. 

Each  consortium  should  be  a  non-profit  entity  broadly  composed  of  all  institutions  in  the 
region  or  state  that  legally  sponsor  residency  training  programs.    Other  institutions  with  an 
interest  in  graduate  medical  education,  such  as  medical  schools,  may  serve  the  consortia  in 
an  advisory  capacity.     Each  consortium  should  be  governed  by  a  board  of  directors  elected 
by  the  members  of  the  consortium. 

Beyond  issues  of  specialty  distribution,  graduate  medical  education  funding  must  be  revised 
in  a  manner  that  recognizes  the  changing  nature  of  medical  practice  generally.    An  increasing 
proportion  of  medical  care  is  now  delivered  in  the  ambulatory  setting.    As  a  result,  inpatient 
hospital  utilization  has  steadily  declined.    These  trends  are  especially  evident  in  rural 
communities. 

Several  reform  proposals  would  increase  the  funding  of  health  professions  programs 
authorized  under  Titles  VII  and  Vni  of  the  Public  Health  Service  Act.    These  programs  are 
intended  to  increase  the  supply  of  primary  care  providers  and  to  expand  training  of 
underrepresented  minorities  and  disadvantaged  persons.    While  these  provisions  would  move 
some  additional  dollars  into  ambulatory  training,  they  fund  a  relatively  targeted  set  of 
programs,  leaving  ambulatory  training  still  outside  the  mainstream  of  graduate  medical 
education.    Current  GME  funding  is,  for  all  practical  purposes,  only  available  to  inpatient 
institutions  and  provides  powerful  incentives  to  focus  on  training  in  inpatient  care.   If  the 
U.S.  physician  workforce  is  to  be  responsive  to  rural  health  care  needs,  the  health  system 
must  provide  substantially  greater  support  to  ambulatory  and  rural  training. 

Currently,  Medicare  direct  GME  payments  are  based  on  cost  reports  submitted  by  each 
sponsoring  hospital,  and  there  is  an  extremely  wide  variation  in  per-resident  payment 
amounts.    Proposals  to  establish  a  national  average  per-resident  cost  are  intended  to  address 
this  unjustifiably  wide  variation  in  direct  GME  payments.   However,  training  in  ambulatory 
and  rural  settings  is  substantially  more  expensive  than  training  in  inpatient  and  urban  settings. 
GME  payments  based  on  average  per-resident  training  costs  will  be  inadequate  to  support 
residency  programs  that  contain  large  ambulatory  or  rural  components.    Typically,  it  is  the 
primary  care  specialties  that  emphasize  ambulatory  and  rural  training. 

In  order  to  adequately  fund  ambulatory  and  rural  primary  care  training,  it  will  be  necessary 
to  direct  a  larger  proportion  of  the  GME  funding  to  programs  in  the  primary  care  specialties. 
We  propose  that  direct  payments  to  primary  care  residency  programs  be  up-weighted  by  a 
factor  of  two,  and  that  payments  to  programs  in  the  non-primary  care  specialties  be  adjusted 
to  achieve  budget  neutrality. 
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Finally,  even  if  GME  payments  are  restructured  to  favor  training  in  ambulatory  and  primary 
care,  they  impose  no  accountability  on  training  institutions  regarding  the  practice  locations  of 
their  graduates.    Teaching  hospitals  competing  for  patients  in  the  new  environment  are  likely 
to  develop  their  own  feeder  systems,  using  their  own  graduates,  subsidized  by  the  federal 
government.    It  is  precisely  this  potential  -  that  the  urban  plans  and  providers  will  suck  up 
all  available   primary  care  personnel  in  an  effort  to  capture  the  referral  market   -  that  most 
worries  rural  advocates.    GME  reform  proposals  should  incorporate  criteria  and  standards  for 
evaluating  teaching  programs  based  on  their  success  not  only  in  producing  generalists,  but  in 
producing  graduates  who  establish  practice  in  areas  of  need  analogous  to  those  proposed  the 
areas  of  minority  and  disadvantaged  student  representation. 

Non-Physician  Providers 

The  investment  in  training  of  nurse  practitioners  and  physician  assistants  would  increase 
substantially  under  a  number  of  health  system  reform  proposals.    Over  the  past  20  years, 
these  health  professionals  have  made  significant  contributions  to  rural  health  services 
delivery.    The  numbers  of  mid-level  practitioners  have  grown  so  that  there  is  approximately 
one  non-physician  provider  for  every  twelve  physicians  and  one  for  every  four  primary  care 
physicians.    More  than  any  other  specialty,  family  physicians  work  with  nurse  practitioners 
and  physician  assistants  in  extending  the  availability  of  primary  care  services. 

We  fully  appreciate  the  substantial  contribution  of  non-physician  providers  to  the  delivery  of 
primary  care.    Furthermore,  our  members  are  cognizant  of  the  fact  that  many  state  laws 
impose  undue  restriction  on  the  practice  of  non-physician  providers.    We  approach  this  issue 
supporting  the  expanded  utilization  of  non-physician  providers  and  the  elimination  of  undue 
barriers  to  their  practice.    The  substantial  abilities  of  non-physician  providers  to  provide 
certain  high  quality  services  that  are  within  the  domain  of  primary  care  is  well  recognized. 
However,  the  commonly  accepted  definition  of  primary  care  incorporates  a  much  broader 
range  of  skills  and  knowledge  than  is  present  in  any  of  the  non-physician  practitioners.    As 
defined  by  the  CouncU  on  Graduate  Medical  Education,  primary  care  entails  first-contact 
care  of  persons  with  undifferentiated  illnesses,  comprehensive  care  that  is  not  disease  or 
organ  specific,  care  that  is  longitudinal  in  nature,  and  care  that  includes  the  coordination  of 
other  health  services.   In  its  fullest  sense,  primary  care  includes  the  assessment  and 
evaluation  of  signs  and  symptoms  initially  presented  by  the  patient,  the  management  of  acute 
and  chronic  medical  conditions,  the  identification  and  appropriate  referral  of  conditions 
requiring  specialized  care,  and  the  provision  of  health  promotion  and  disease  prevention 
services.    While  a  number  of  providers  receive  training  in  and  typically  provide  some 
important  aspects  of  primary  care,  it  is  only  the  primary  care  specialties  of  family  practice, 
general  pediatrics,  and  general  internal  medicine  that  are  specifically  and  fully  trained  to 
provide  the  broad  range  of  primary  care  competencies. 

The  Academy  is  deeply  concerned  about  proposals  that  call  for  the  unsupervised  practice  of 
primary  care  by  non-physician  providers.    We  believe  this  practice  unsupported  for  a  number 
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of  reasons.    First,  while  generally  positive  in  its  findings,  the  available  research  on  the 
quality  of  care  and  cost-effectiveness  of  non-physician  providers  is  limited  in  the  scope  of 
services  examined,  employs  a  narrow-range  of  quality  measures,  and  provides  no  basis  on 
which  to  judge  the  quality  and  cost-effectiveness  of  unsupervised  practice.    All  of  the  studies 
of  which  we  are  aware  examined  non-physician  providers  practicing  with  physician 
supervision.    The  claim  that  unsupervised  non-physician  practitioners  can  provide  the  full 
range  of  primary  care  services  with  physician-like  quality  has  no  basis  in  research.    Second, 
we  note  that  the  call  for  independent  non-physician  provider  practice  comes  from  a  relatively 
narrow  segment  of  the  non-physician  provider  community.    The  physician  assistant 
profession  has  explicitly  rejected  independent  practice.    The  non-physician  providers  with 
whom  family  physicians  work,  especially  those  who  practice  in  remote  settings  without  on- 
site  supervision,  do  not  consider  independent  practice  to  be  professionally  responsible. 
They,  as  well  as  their  patients,  need  to  know  that  when  confronted  with  a  serious  or 
confusing  medical  condition,  a  responsible  supervising  physician  is  immediately  available  to 
provide  either  consultation  or  direct  intervention.    Anything  less  risks  compromise  in  the 
quality  of  care.    Third,  the  idea  of  establishing  another  category  of  autonomous  health 
professional  runs  counter  to  the  trends  in  health  care  delivery  and  the  philosophy  underlying 
health  system  reform.    As  health  care  has  become  an  increasingly  complex  enterprise,  the 
whole  notion  of  autonomy  has  become  irrelevant.    No  health  care  provider  can  know  all  that 
is  required  to  properly  meet  a  patient's  health  care  needs.    What  is  required  and  what  is 
increasingly  employed  is  a  team  approach  in  which  there  exists  a  high  degree  of 
interdependence  between  team  members.   This  is  especially  true  for  primary  care,  and  it  is 
precisely  why  so  many  family  physicians  currently  practice  with  non-physician  providers. 
Establishing  another  autonomous  provider  of  primary  care  runs  counter  to  the  basic 
philosophy  of  health  reform,  and,  we  believe,  will  lead  to  greater  fragmentation  of  care. 

It  is  clear  that  we  need  significantly  more  NPs  and  PAs  providing  primary  care  services. 
However,  in  the  looming  transition  shortage  of  primary  care  providers,  we  should  not 
become  overly  sanguine  about  the  potential  of  PAs  and  NPs  to  fill  the  gap.    A  critical  mass 
of  primary  care  physicians  is  needed  in  any  area  before  PAs  and  NPs  can  be  optimally 
utilized. 

Recruitment  and  Retention 

The  Academy  supports  the  use  of  fmancial  incentives  to  attract  health  professionals  to 
underserved  areas.    Income  tax  breaks  and  deductions  on  student  loan  interest  should  be 
offered  as  incentives  to  establish  a  rural  practice.    In  addition,  we  support  the  proposals  to 
expand  the  National  Health  Service  Corps,  which  forgives  medical  student  loans  in  exchange 
for  service  in  underserved  areas. 

Several  reform  proposals  would  increase  the  Medicare  bonus  payment  for  primary  care 
physicians  practicing  in  underserved  areas.   Because  of  the  geographic  differential  built  into 
Medicare  physician  payment,  the  current  10  percent  bonus  payment  only  brings  rural  HPSA 
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payment  rates  up  close  to  the  national  average,  this  modest  bonus  is  not  a  significant 
incentive  for  rural  practice.    Increasing  the  rural  primary  care  bonus  payment  to  20  percent 
would  be  a  positive  step,  but  it  should  be  coupled  with  several  other  changes  to  improve  the 
impact  of  these  payments. 

The  effectiveness  of  the  Medicare  HPSA  bonus  as  an  incentive  to  locate  in  underserved  areas 
is  limited  by  the  relatively  stringent  criteria  for  HPSA  designation.    The  statutory  definition 
of  medically  underserved  should  be  expanded  to  include  physicians  who  care  for  a  substantial 
portion  of  indigent  or  publicly  funded  patients  in  their  practices.    Accordingly,  eligibility  for 
the  Medicare  HPSA  bonus  payments  should  be  expanded  to  include  an  urban  and  rural  area 
or  population  that  (1)  is  eligible  for  designation  as  a  HPSA;  (2)  is  eligible  to  be  served  by  a 
migrant  health  center,  a  grantee  serving  homeless  individuals,  or  a  grantee  serving  residents 
of  public  housing;  (3)  has  a  shortage  of  personal  health  services  as  determined  under  criteria 
related  to  rural  health  clinics;  (4)  is  a  free  standing  National  Health  Service  Corp  site;  (5)  is 
a  federally  qualified  health  center;  (6)  is  a  state  or  local  health  department;  or  (7)  is  an 
ambulatory  practice  site  designated  by  a  state  governor  as  serving  medically  under-served 
communities. 

A  number  of  family  physicians  have  seen  Medicare  bonus  payments  withdrawn  because  the 
area  in  which  they  practice  lost  its  HPSA  designation  by  virtue  of  their  having  located  their 
practices  in  the  area.    Once  having  qualified  for  Medicare  HPSA  bonus  payments,  this 
qualification  should  continue  for  a  period  of  ten  years  regardless  of  whether  the  area 
continues  to  be  designated  as  a  HPSA.    Given  the  lower  income  of  primary  care  and  rural 
physicians  and  the  high  debt  load  of  medical  students,  such  a  guarantee  would  ensure  higher 
Medicare  payments  for  a  period  that  approximates  the  time  it  takes  to  pay  back  a  typical 
education  loan. 

Other  Health  Services 

AAFP  is  encouraged  by  the  recognition  that  mental  health  and  substance  abuse  services  are 
receiving  in  the  health  system  reform  debate.     Recruitment  and  retention  of  rural  mental 
health  practitioners  are  difficult,  and  psychologists  and  psychiatrists  are  in  shorter  supply 
than  primary  care  providers  in  rural  areas.   We  support  the  development  of  linkages  between 
mental  health  and  substance  abuse  services  and  primary  care  providers.   In  addition,  loans 
and  loan  guarantees  should  be  available  for  the  capital  costs  of  developing  non-acute, 
residential  treatment  centers  and  ambulatory  clinics,  with  priority  assigned  to  centers  and 
clinics  in  underserved  areas.    Finally,  the  Academy  is  concerned  that  not  enough  attention  is 
being  given  to  the  issue  of  training  other  allied  health  professionals,  such  as  physical 
therapists  and  social  workers,  for  underserved  areas. 

Medicare  Provisions 
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Several  health  reform  plans  propose  to  achieve  savings  by  reducing  the  rate  of  growth  in 
Medicare  spending.    These  proposals  would  have  the  greatest  impact  on  the  rural  elderly. 
Reflecting  a  population  that  is  disproportionately  older  and  poorer,  rural  providers  are  more 
dependent  on  the  Medicare  program.    Thirteen  percent  of  ural  residents  are  65  years  of  age 
or  older  compared  to  10.7  percent  of  urban  residents. 

Because  of  the  inadequacy  of  Medicare  payment  rates,  Medicare  beneficiaries  will 
increasingly  experience  access  problems,  especially  in  regard  to  primary  care.    Under  the 
Medicare  fee  schedule,  payment  for  office  visits  are  less  than  the  cost  to  the  physician  of 
providing  the  services.    In  addition,  because  of  the  Geographic  Adjustment  Factor,  Medicare 
payment  rates  in  rural  areas  are  generally  below  average.    This  circumstance  is  well-known 
and  constitutes  a  major  disincentive  for  young  physicians  to  select  primary  care  residency 
training  and  locate  in  underserved  areas.    Although  the  Medicare  physician  payment  reform 
provisions  passed  by  Congress  in  1989  were  supposed  to  have  addressed  these  issues, 
problems  in  the  implementation  of  the  fee  schedule  have  all  but  completely  undermined  the 
gains  due  to  primary  care  physicians. 

Nearly  30  percent  of  family  physicians  now  report  that  they  no  longer  accept  new  Medicare 
patients,  and  this  percentage  has  been  steadily  climbing.    Family  physicians  cite  two  main 
reasons  why  they  close  their  practices  to  new  Medicare  patients.    First,  their  practices  are 
already  full,  and  second,  Medicare  reimbursement  is  inadequate.    Unless  Medicare 
reimbursement  for  primary  care  services  substantially  increases,  we  anticipate  that  the 
percentage  of  family  physicians  who  close  their  practices  to  new  Medicare  beneficiaries  will 
continue  to  increase. 

By  its  nature,  family  practice  is  impacted  particularly  hard  by  low  Medicare  payment  rates. 
This  is  because  family  physicians  tend  to  locate  their  practices  in  rural  areas,  because  the 
services  provided  by  family  physicians  are  predominantly  office  visits,  and  because  a 
relatively  high  proportion  of  family  physicians'  patients  are  Medicare  beneficiaries.    There 
is,  therefore.  Little  opportunity  for  family  physicians  to  compensate  for  low  Medicare  rates. 

If  Medicare  payments  are  to  no  longer  serve  as  an  impediment  to  entering  primary  care, 
payment  rates  must  immediately  increase  by  20  to  40  percent.    The  combination  of  measures 
that  are  necessary  to  achieve  this  end  is  of  less  consequence  than  their  net  effect. 

In  the  long  run,  payments  for  primary  care  services  must  reflect  the  actual  costs  of  delivering 
those  services.   Currently,  they  fall  far  short  of  that  goal.    For  example,  the  Academy  has 
long  supported  establishing  a  resource-based  method  for  setting  practice  expense  relative 
values.   In  contrast  to  the  resource  cost-based  physician  work  component  of  the  Medicare 
physician  fee  schedule,  reimbursement  for  practice  costs  is  based  on  historic  charges. 
Physicians  are  reimbursed  for  the  expense  of  providing  a  service  whether  or  not  they  actually 
incur  that  expense.    Under  a  resource  cost-based  method,  practice  expense  payments  are 
determined  by  identifying  the  labor  and  materials  used  to  provide  each  service  and  then 
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assigning  the  costs  of  these  inputs  to  specific  services.    The  method  is  based  on  the 
distinction  between  direct  and  indirect  costs.    Direct  costs  are  those  that  can  be  directly 
attributed  to  the  provision  of  specific  services.    Indirect  costs  (sometimes  referred  to  as 
overhead  costs)  are  those  that  cannot  be  easily  traced  to  specific  services  but  must  be 
assigned  using  some  method  of  allocation.    Indirect  costs  include  expenses  related  to 
management  and  occupancy,  such  as  office  space,  utilities,  computer  resources,  nonmedical 
equipment  and  supplies,  and  professional  automobile  expenses.   It  is  assumed  that  indirect 
costs  represent  the  bulk  of  practice  expenses  faced  by  average  physicians. 

A  key  feature  of  the  resource-based  method  is  that  practice  expense  relative  values  are 
designed  to  reflect  the  relative  costs  actually  incurred  by  physicians.    Direct  labor,  supply, 
and  equipment  costs  are  included  in  payments  for  services  only  when  they  are  provided  in 
office  settings  or  when  office  services  are  included  in  global  payments.    The  term  "office 
setting"  refers  to  any  setting  where  the  Medicare  program  does  not  pay  a  facility  charge  for 
the  service.    Non-office  settings  include  hospitals,  hospital  outpatient  departments,  and 
ambulatory  surgical  centers.    Thus,  direct  costs  incurred  in  the  office  are  not  included  in 
payments  for  services  or  procedures  when  provided  in  non-office  settings.    The  cost  of  office 
support  and  all  other  indirect  costs  are  assigned  to  all  services,  regardless  of  site. 

We  urge  Congress  to  direct  the  Health  Care  Financing  Administration  to  collect  the 
necessary  data  and  to  implement  a  resource  cost  method  at  the  earliest  possible  date.    We 
believe  this  can  be  accomplished  by  1995. 

The  Academy  is  also  concerned  about  proposals  to  reduce  the  hospital  marketbasket  update, 
which  will  further  weaken  financially  stressed  rural  hospitals.    Rural  hospitals  often  serve  as 
the  only  reasonably  accessible  source  of  inpatient  services,  and  they  rely  heavily  on  Medicare 
payments  due  to  the  large  portion  of  elderly  persons  in  rural  communities.    Most  rural 
hospitals  are  losing  money,  and  they  will  only  sink  further  into  fmancial  jeopardy  if 
Medicare  updates  fail  to  account  for  legitimate  increases  in  costs.   We  oppose  the  reduction 
in  the  hospital  market  basket  update  for  fmancially  troubled  rural  hospitals. 

Malpractice  Reform 

The  excessive  threat  of  a  malpractice  suit  has  a  particularly  damaging  impact  on  the 
availability  of  health  care  services  in  rural  areas.    This  particularly  true  in  regard  to 
obstetrical  care.    Many  rural  family  physicians  have  been  forced  to  discontinue  providing 
obstetrical  care  because  the  high  cost  of  liability  insurance  could  not  be  reasonably  spread 
among  the  deliveries  they  performed. 

A  number  of  health  reform  proposals  offer  significant  malpractice  reform.    The  measures 
that  should  be  included  in  any  health  system  reform  legislation  include  a  mandatory,  partially 
binding  alternative  dispute  resolution  mechanism,  a  requirement  for  a  certificate  of  merit, 
limits  on  attorney's  contingency  fees,  reductions  of  awards  for  recovery  from  collateral 
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sources,  a  $250,000  cap  on  non-economic  damages,  modifications  in  the  statute  of 
limitations,  and  the  elimination  of  joint-and-several  liability. 

Regulatory  Relief 

The  regulations  implementing  the  Clinical  Laboratory  Improvement  Amendments  (CLIA)  are 
perhaps  the  most  onerous  federal  requirements  presently  imposed  on  rural  family  physicians. 
The  level  of  regulation,  expense  and  exasperation  inflicted  on  small  physician  office 
laboratories  has  no  relationship  whatever  to  improvements  in  patient  care  or  patient  safety. 

The  impetus  for  CUA  '88  was  in  response  to  quality  problems  in  large  reference  laboratories 
performing  PAP  tests,  not  physician  office  laboratories.    However,  the  resulting  law  subjects 
office  laboratories  to  the  same  level  of  regulation  as  reference  labs.    This  makes  no  sense  in 
terms  of  quality  of  patient  care,  and  in  fact  has  resulted  in  reduced  access  to  testing  and 
increased  expenses  for  physicians. 

Family  physicians  routinely  perform  lab  tests  to  get  immediate  results  to  begin  appropriate 
treatment  and  monitor  care  while  it  is  being  delivered.    The  choice,  timing,  and 
interpretation  of  laboratory  tests  are  integral  to  a  physician's  clinical  decisions  regarding 
subsequent  diagnostic  and  treatment  interventions;  lab  procedures  are  not  a  separable  aspect 
of  clinical  medicine. 

Other  federal  regulations  also  serve  only  to  increase  the  cost  of  medical  care  and  the 
administrative  burden  on  physicians  without  any  measurable  benefit  to  patients.    The  present 
OSHA  bloodbome  pathogens  regulations  are  a  good  example.   The  Centers  for  Disease 
Control  guidelines  for  universal  precautions  are  straightforward  and  afford  patient  and  health 
professional  safety  in  regard  to  HTV,  Hepatitis  B,  and  other  bloodbome  pathogens.    The 
OSHA  regulations,  enforced  by  intimidating  OSHA  inspectors,  are  excessive  and  threatening 
to  physicians. 

The  Academy  urges  repeal  of  CLIA  provisions  relating  to  physician  office  laboratories  and 
instead  concentrate  efforts  on  improving  quality  of  PAP  testing.    We  also  urge  Congress  to 
repeal  of  the  OSHA  bloodbome  pathogen  regulation  and  instead  acknowledge  the 
appropriateness  of  the  CDC  guidelines. 

Antitrust  Relief 

As  noted  above,  network  development  will  be  an  essential  activity  for  rural  communities  if 
they  are  to  be  fully  and  equitably  integrated  into  the  future  health  care  system.    Anti-tmst 
concems  remain  a  real  barriers  to  network  development. 

On  Sept.  15,  1993,  the  Justice  Department  and  the  Federal  Trade  Commission  jointly  issued 
six  guidelines  stating  the  agencies'  enforcement  policies  on  certain  activities  among  health 
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care  providers.    The  guidelines  address  the  following  activities:    (1)  hospital  mergers;  (2) 
hospital  joint  ventures  involving  high  technology  or  other  expensive  medical  equipment;  (3) 
the  provision  of  information  to  purchasers  of  health  care  services  by  physicians;  (4) 
exchanges  of  price  and  cost  information  by  hospitals;  (5)  joint  purchasing  arrangements 
among  health  care  providers;  and  (6)  physician  network  joint  ventures.    Collective  activities 
by  health  care  providers  which  fall  within  these  six  guidelines  will  not  be  challenged  under 
anti-trust  laws. 

While  the  guidelines  are  a  welcome  acknowledgment  of  the  legal  barriers  confronted  by 
physicians  and  other  providers  who  attempt  to  coordinate  or  integrate  their  services,  they 
offer  inadequate  protection  for  providers  against  civil  lawsuits  brought  under  anti-trust 
statute.    For  example,  they  do  not  limit  the  potential  for  private  parties  to  bring  suit  under 
the  anti-trust  laws. 

Since  the  FTC/DOJ  guidelines  condone  only  conduct  or  arrangements  that  are  pro- 
competitive  or  necessary  for  health  care  reform,  the  Academy  recommends  that  Congress 
codify  the  anti-trust  guidelines  recently  articulated  by  the  FTC  and  DOJ  and  limit  damages  to 
single  -  rather  than  treble  —  amounts  for  anti-trust  claims  against  any  health  care 
collaborative  venture  that  applies  for  and  receives  a  certificate  of  review. 

Though  reassuring,  the  guidelines  specified  by  the  agencies  appear,  in  general,  to  differ  very 
little  from  existing  anti-trust  interpretation.   The  American  Academy  of  Family  Physicians 
believes  that  in  the  context  of  the  major  health  care  reform  proposals  now  under 
consideration,  strict  adherence  to  traditional  antitrust  doctrine  will  prove  counterproductive  in 
efforts  to  realign  the  incentives  of  the  health  care  system.    A  more  flexible  approach  is 
needed,  one  capable  of  evolving  with  the  changing  demands  of  a  reconfigured  health  care 
marketplace.    Therefore,  the  Academy  further  recommends  that  (1)  Congress  require  the 
Attorney  General,  in  consultation  with  the  FTC  and  HHS,  to  establish  competition  guidelines 
consistent  with  the  scope  of  health  care  reform  and  to  solicit  nominations  for  additional  safe 
harbors  for  collective  activity  by  health  care  providers;  (2)  require  the  agencies  to  develop  a 
single  set  of  standards  and  procedures  for  expedited  case-by-case  approval,  and  to  provide  a 
"certificate  of  review"  to  those  entities  so  approved;  and  (3)  require  that  joint  activities  in  the 
health  care  industry  that  fall  outside  the  safe  harbors  be  analyzed  by  the  "rule  of  reason,"  in 
which  competitive  benefits  are  weighed  against  competitive  harms. 

This  last  recommendation  is  imperative  for  rural  and  frontier  areas,  where  highly 
concentrated  markets  assure  that  virtually  any  collaborative  activity  will  exceed  the  safe- 
harbor  thresholds.   Therefore,  the  Academy  also  recommends  that  Congress  establish  a 
separate  standard  for  joint  ventures  in  rural  areas  that  is  not  predicated  on  market  share 
statistics.   Instead,  the  standard  should  be  based  on  "compelling"  evidence  of  pro-consumer 
gains  in  efficiency  and  quality-of-care. 
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The  puqjose  of  anti-trust  statutes  is  to  ensure  meaningful  and  fair  competition  among  both 
buyers  and  sellers  of  goods  and  services.    To  the  extent  that  health  care  reform  is  achieved 
by  moving  health  care  consumers  into  organized,  integrated  health  plans,  the  nature  of  the 
market  for  physician  services  will  be  fundamentally  altered.    No  longer  will  physicians  be 
able  to  charge  "what  the  market  will  bear"  in  its  pure  sense;  fees  for  medical  services  will  be 
established  by  large  purchasers  interposed  between  physicians  and  their  patients.    Physicians 
providing  services  under  the  health  benefits  package  will  have  limited  available  market- 
responses  ~  there  is  nowhere  else  they  can  go  to  "get  a  better  price,"  and  they  caimot 
balance  bill.    Thus,  physician  fees  will  essentially  be  "set"  by  those  plans  or  alliances  in 
which  they  participate.    The  courts  have  begun  to  recognize  that  health  care  providers 
negotiating  with  payers  face  an  unusual  situation  that  may  legitimate  certain  collective 
actions.    In  particular,  they  have  recognized  that  when  confronted  with  payers  who  act  as 
bargaining  agents  for  large  groups  of  consumers  who  dictate  uniform  fee  schedules  ~ 
anathema  in  a  normal  competitive  market  -  collective  negotiation  is  the  only  means  available 
to  physicians  to  level  the   bargaining  imbalance. 

Moreover,  the  anticipated  consolidation  of  the  insurance  market  will  leave  at  least  some  areas 
of  the  country  with  monopsonistic  health  plans.    Given  this  likelihood,  it  is  absolutely 
imperative  that  physicians  have  some  leverage  with  which  to  negotiate  fair  fees.    Under  a 
system  in  which  a  single  purchaser  (plan  or  alliance)  exists  and  is  empowered  to  unilaterally 
establish  fees,  physicians  and  other  providers  should  be  allowed  some  mechanism  for 
responding  to  purchaser  demands  that  are  patently  unfair.    An  appropriate  extension  of  state 
action  doctrine  would  be  to  apply  it  in  situations  in  which  providers  are  left  to  negotiate  with 
a  powerful  monopsony  buyer.    It  is  important  to  note  that  under  an  enforceable  global 
budget,  providers  are  "at  risk",  and  therefore  highly  constrained  in  regard  to  the  terms  they 
may  request  in  fee  negotiations,  collectively  or  otherwise.    Therefore,  the  Academy  urges 
Congress  to  modify  the  antitrust  provisions  in  a  manner  that  fully  recognizes  the  competitive 
realities  and  constraints  of  the  health  care  marketplace  as  envisioned  under  health  reform  by 
codifying  as  an  exemption  from  antitrust  laws  negotiations  between  collective  providers  and 
monopsonistic  health  plans  and  requiring  the  Attorney  General  to  develop  guidelines  setting 
forth  when  a  health  plan  will  be  deemed  to  be  monopsonistic. 

We  are  pleased  that  substantive  antitrust  reform  legislation  has  been  introduced,  and  we  urge 
Congress  to  incorporate  these  provisions  in  its  consideration  of  health  system  reform. 

System  Organization 

Under  managed  competition-based  proposals,  health  plans  operating  in  the  same  geographic 
market  would  compete  for  enrollees  on  the  basis  of  price  and  quality.    It  is  generally 
assumed  that  the  majority  of  these  organizations  wiU  be  managed  care  organizations. 
Theoretically,  managed  competition  could  work  to  assure  care  and  at  the  same  time  contain 
costs  for  most  Americans.   Yet  while  managed  care  has  been  cited  frequently  for  its 
successes  in  effectively  organizing  available  local  health  resources  to  hold  down  the  cost  of 
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care,  there  is  no  evidence  that  the  presence  of  managed  care  in  a  community  has  successfully 
increased  the  resources  there,  a  critical  factor  in  improving  the  health  of  underserved 
communities.    Recognizing  this,  the  several  proposals  make  special  provisions  for 
underserved  populations. 

For  example,  some  proposals  designate  providers  who  currently  care  for  the  underserved  as 
"essential  community  providers"  and  extends  to  them  certain  contracting  and  payment 
advantages.    Entities  which  typically  qualify  for  ECP  status  include  community  and  migrant 
health  centers,  Indian  health  programs,  federally  qualified  health  centers,  and  rural  health 
clinics.    These  are  critical  provisions.    However,  there  are  several  problems.    These 
proposals  tend  to  rely  on  categorical  programs  funded  under  the  U.S.  Public  Health  Service 
as  the  basis  for  defining  ECPs.    That  may  be  appropriate  for  urban  underserved  areas  but  it 
is  highly  inappropriate  for  rural  America.    Much  of  rural  America  has  been  blessed  with 
dedicated  private  practitioners,  religious  organizations,  and  locally  developed  health  networks 
that  do  not  receive  categorical  funds  and  would  have  limited  capacity  to  be  designated  ECPs. 
Moreover,  the  PHS  categorical  funds  have  been  unevenly  distributed  across  rural  America 
and  using  their  distribution  as  a  proxy  measure  of  an  ECP  would  perpetuate  those  inequities. 

Moreover,  the  list  of  categorical  programs  identified  as  being  eligible  to  become  ECPs 
represents  programs  developed  primarily  to  meet  the  needs  of  the  uninsured.    Since  the  basis 
of  the  Act  is  that  financial  access  to  health  care  should  no  longer  be  of  concern,  it  is  puzzling 
to  us  what  role  is  left  for  these  providers.    In  the  meantime,  rural  communities  are  left  with 
the  problem  of  designing  a  coordinated  delivery  system,  with  emphasis  on  developing  access 
to  and  management  of  the  full  continuum  of  care  in  a  cost-effective,  efficient  manner.    We 
strongly  believe  that  other  health  providers  and  organizations  located  in  a  health  professions 
shortage  area  or  providing  a  substantial  amount  of  service  to  medically  underserved 
populations  should  be  eligible  for  certification  as  an  ECP.   Health  plans  would  be  required  to 
contract  with  all  ECPs  located  within  the  plan's  service  area  having  terms  and  conditions  at 
least  as  favorable  as  those  made  available  to  other  participating  providers. 

Even  with  these  changes,  we  are  concerned  that  the  payment  alternatives  offer  inadequate 
protection  to  ECPs  from  risk-based  contracting.    Risk  adjustments  and  reinsurance  are 
required  only  for  the  health  plans;  there  are  no  provisions  requiring  that  they  be  shared  with 
contracting  providers  -  even  ECPs  -  who,  more  than  any  other,  will  face  the  inherently 
higher  costs  of  caring  for  the  sicker  and  harder-to-serve  patients. 

Use  of  the  HPSA  designations  to  define  eligibility  for  participation  in  community  practice 
networks  and  for  the  other  protections  and  benefits  under  the  Act  will  be  problematic  for  half 
the  country.   The  western  half  of  the  United  States  has  very  few  designated  shortage  areas 
because  the  criteria  used  are  heavily  weighted  to  poverty  status  and  health  status  as  measured 
by  infant  mortality.    Frontier  areas  with  sparse  population,  long  distances,  and  an  aging 
population  are  not  well  served  by  these  criteria.    Moreover,  the  "rational  service  area" 
criteria  used  for  health  professions  shortage  areas  results  in  unrealistically  small  service  areas 


American  Academy  of  Family  physicians  Page  15 

March  17,  1994 


164 


for  frontier  regions.    This  issue  is  not  new,  but  it  will  take  on  great  new  significance  as  a 
barrier  to  rural  health  network  development  if  not  addressed  in  conjunction  with  health  care 
reform.    The  Academy  suggests  that  States  be  given  the  authority  to  designate  additional 
underserved  areas  based  on  criteria  approved  by  the  federal  government. 

Capacity  Expansion  and  Enabling  Services 

We  are  concerned  that  health  system  reform  will  overtook  an  essential  ingredient  in 
successful  rural  health  systems  integration:    local  input.    Network  participation  will  be  an 
essential  activity  for  rural  communities  if  they  are  to  be  fully  and  equitably  integrated  into 
the  future  health  care  system.    Not  only  are  the  states  in  a  position  to  coordinate  and  provide 
technical  assistance  to  the  development  of  service  networks,  they  are  also  advocates  of 
community  programs.   The  diversity  of  the  approaches  to  the  Essential  Access  Community 
Hospital  program  in  the  seven  states  operating  the  program  demonstrates  the  flexibility  that 
can  accompany  a  significant  state  role.    Moreover  all  states  now  have  established  offices 
focusing  on  rural  health  policy,  and  resources  are  available  through  technical  assistance 
programs  and  rural  research  centers  to  facilitate  state-level  involvement.   We  recommend  that 
state  and  localities  by  given  a  major  role  in  determining  the  structure  of  local  health  care 
systems. 

In  planning  for  health  system  reform  in  rural  America,  the  need  for  integration  cannot  be 
overstated.    A  rural  health  care  delivery  system  is  neither  a  hospital,  a  practitioner,  a  public 
health  department  or  an  emergency  medical  system.    A  rural  delivery  system  must  coordinate 
and  integrate  local  resources  in  order  to  minimize  duplication,  contain  costs  and  assure 
access  to  a  comprehensive  range  of  services.   Health  system  reform  must  recognize  the 
concept  of  locally  integrating  services  and  create  a  new  program  to  stimulate  "community 
health  groups." 

Reform  proposals  should  authorize  grants  for  the  development  of  community  health  plans  and 
community  practice  networks.    Community  health  plans  and  community  practice  networks 
are  defmed  as  public,  non-profit   entities  whose  principal  purpose  is  to  provide  the 
comprehensive  benefit  package  in  health  professional  shortages  areas  or  to  a  significant 
number  of  individuals  who  are  members  of  underserved  populations.    A  practice  network  is 
defmed  as  a  consortium  of  health  care  providers  governed  by  a  written  agreement.   These 
grants  should  be  used  for  planning  the  network  or  health  plan,  recruitment  and  compensation 
of  administrative  staff,  acquisition  and  expansion  of  facilities  and  information  systems,  and 
other  expenditures. 

Several  proposed  grant  programs  are  designed  to  reflect  the  traditional  Community  Health 
Center  model.    While  laudable  in  its  intent,  the  overwhehning  majority  of  rural  underserved 
communities  are  not  now  served  by  CHCs,  and  it  is  unrealistic  to  think  that  the  CHC  model 
is  appropriate  most  rural  communities.    Our  concern  about  the  exclusive  use  of  a  CHC 
model  relates  to  the  crucial  issue  of  capital.    Access  to  capital  funding  is  critical  to  for  the 
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creation  and  maintenance  of  viable  rural  health  systems  and  for  the  expansion  of  the  rural 
health  infrastructure.    Access  to  capital  allows  for  construction  and  renovation  of  health 
facilities,  which  is  in  turn  a  key  factor  in  the  competition  of  rural  sites  for  medical  and  other 
health  personnel.    In  addition,  the  lack  of  adequate  space  has  been  a  major  barrier  in  moving 
health  professions  education  to  rural  facility  training  sites.    As  Hill  Burton  funds  have  been 
phased  out,  few  real  options  for  capital  funding  in  rural  America  have  taken  its  place.    With 
the  continued  decline  in  rural  economies,  rural  providers  and  rural  communities  have  been 
less  able  to  raise  funds  for  renovation,  expansion,  or  transition  from  their  shrinking  budgets. 
Yet,  to  survive,  rural  facilities  must  be  able  to  maintain  highly  qualified  staff  in  modem,  up- 
to-date  facilities.    Moreover,  under  health  reform,  capital  will  be  required  not  just  for 
"bricks  and  mortar",  but  also  for  systems  transitions  and  acquisitions.    Rural  institutions 
without  access  to  capital  for  growth  and  change  will  not  survive. 

Financing  and  Budgeting  Issues 

Many  health  system  reform  proposals  propose  flat  community  rating  of  insurance  premiums 
within  a  defined  geographic  area.    Inherent  in  community  rating  is  a  cross-subsidization  from 
low  utilization  or  low  cost  populations  to  high  utilization,  high  cost  populations.    It  is  widely 
understood  that  flat  community  rating  results  in  subsidies  from  younger  to  older  workers. 
However,  where  area  boundaries  incorporate  both  urban  and  rural  communities,  traditionally 
low-cost,  rural  communities  wLU  subsidize  the  high  costs  of  urban  communities.    Urban 
residents  use,  on  average,  30  percent  more  health  care  services  than  rural  residents  do. 
Much  of  this  difference  cannot  be  justified  on  clinical  grounds.   To  the  extent  that  the  urban- 
rural  differential  in  per  capita  health  care  costs  is  inappropriate,  this  subsidy  is  unjustified 
and  argues  for  the  a  modification  in  the  calculation  of  initial  premium  amounts. 

The  Academy  is  extremely  concerned  that  the  method  by  which  baseline  premium  targets  are 
determined  will  perpetuate  unjustified  historic  variations  in  health  care  expenditures.    Areas 
with  low  per  capita  health  spending  are  typically  characterized  by  poor  access  to  health  care 
resources.    The  low  per  capita  health  care  expenditures  that  are  typical  of  many  rural  areas 
reflect  low  rates  of  health  insurance  coverage  and  the  incorporation  of  historically  depressed 
payment  rates  into  current  physician  and  hospital  payment  formulas.    These  low  payment 
rates  have  persisted  despite  that  fact  that  the  cost  of  practice  is  no  lower  in  rural  areas  than 
in  urban  areas.    Low  rural  payment  rates  are  largely  responsible  for  the  shortage  of  health 
care  providers  in  rural  communities.   The  Medicare  physician  fee  schedule  and  larger  DRG 
updates  under  the  Medicare  Prospective  Payment  System  were  intended  to  partially  address 
this  problem.    Unfortunately,  these  efforts  have  fallen  far  short.    The  disparity  in  the  supply 
of  physicians  between  urban  and  rural  communities  has  grown  larger. 

Minimizing  the  disruption  caused  by  health  system  reform  may  require  that  initial  premium 
targets  reflect  some  of  the  current  variation  in  spending.    However,  achieving  equity  in 
access  across  all  alliances  will  require  the  elimination  of  unexplained  and  inappropriate 
variation  in  per  capita  premium  targets.    Regions  that  have  extremely  low  per  capita  health 
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expenditures  should  not  have  to  wait  until  the  next  century  to  address  the  shortages  of  health 
care  resources. 

Quality  Management 

Several  proposals  call  for  national  quality  management  programs,  which  would  result  in  the 
development  of  a  set  of  national  measures  of  quality  performance  to  use  in  assessing 
provisions  of  and  access  to  services.    Performance  assessments  would  be  based  on:    access  to 
services,  appropriateness  of  the  services  provided,  outcomes  of  health  care  services  and 
procedures,  health  promotion,  disease  prevention,  and  consumer  satisfaction.    Health  plans 
would  be  required  to  provide  the  necessary  information  with  which  to  make  these 
assessments. 

The  Academy  is  concerned  that  the  type  of  quality  analysis  is  often  not  specified  and  that 
these  activities  could  adversely  affect  those  rural  providers  unable  to  use  urban-based 
protocols  because  of  limited  resources,  but  who  nevertheless  provide  care  consistent  with 
practice  guidelines. 

Quality  management  programs  should  include  a  mechanism  for  consideration  of  rural  health 
issues,  and  rural  applications  should  be  considered  when  developing  guidelines,  protocols, 
and  consumer  surveys. 

Telemedicine 

Appropriately  designed  telemedicine  capabilities  may  have  the  potential  to  improve  the 
quality,  accessibility  and  cost-effectiveness  of  health  care  services  in  rural  areas.   By  creating 
ready  access  to  information  (e.g.,  medical  libraries,  diagnostic  test  results,  CME  courses), 
telemedicine  may  reduce  the  time  demands  on  practicing  rural  physicians.    By  facilitating 
consultation,  telemedicine  may  also  assist  clinical  decision-making,  decrease  unnecessary 
referrals,  improve  patient  retention  and  continuity  of  care,  and  help  retain  health  care 
resources  in  rural  areas. 

Telemedicine  can  be  envisioned  as  a  mode  of  health  care  delivery  —  diagnosis,  consultation, 
treatment,  transfer  of  medical  data,  and  education  -  using  interactive  audio,  visual  and  data 
communications.    Telemedicine's  multiple  modalities  range  from  simple  telephone  calls  and 
use  of  fax  machines  to  two-way  audiovisual  communication  via  interactive  television  (lATV) 
between  physicians  or  between  a  physician  and  another  licensed  health  professional  or 
patient.   Telemedicine  systems  share  the  capacity  to  overcome  barriers  of  distance  and 
geography  to  facilitate  real-time  exchange  of  information. 

The  potential  uses  of  telemedicine  are  vast,  but  more  evaluation  is  needed  to  adequately 
assess  the  capabilities,  costs  and  reimbursement  policies  that  should  appropriately  follow. 
While  the  clinical  and  professional  applications  of  computer  bulletin  boards,  centralized  data 
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bases,  image  transmission,  and  videoconferencing  technology  have  stimulated  considerable 
lay  interest,  they  have  not  been  systematically  evaluated  in  the  context  of  medical  practice. 
Above  all,  the  history  of  the  evolution  of  modem  health  care  technologies  makes  it  clear  that 
the  development  of  telemedicine  systems  must  be  driven  by  the  needs  of  rural  physicians  and 
their  patients,  rather  than  by  the  technology  itself. 

Numerous  and  significant  issues  which  will  determine  the  evenmal  contribution  of 
telemedicine  to  patient  care  have  yet  to  be  addressed.    Issues  of  concern  to  the  Academy 
include  the  development  of  standards  of  quality  and  appropriateness  of  services  across  a 
range  of  circumstances;  the  use  of  non-physician  providers  in  telemedicine  consultations; 
issues  of  privacy  and  medical  records  management;  liability;  credentialing,  interstate 
licensure  and  practice;  and  reimbursement  policy. 

Telemedicine  systems  should  be  designed  to  ensure  that  the  delivery  of  health  services  using 
this  technology  is  consistent  with  principles  of  professional  practice  and  reflect  concern  for 
the  acceptability,  accessibility,  availability,  continuity  and  cost  of  services.    The  systems 
should  be  sensitive  to  the  needs  of  the  users,  an  obvious  but  often  ignored  requirement  in  the 
implementation  of  technology. 

Reimbursement  should  be  made  for  physician  services  that  are  reasonable  and  necessary, 
meaning  that  they  are  safe  and  effective,  medically  appropriate,  and  provided  in  accordance 
with  accepted  standards  of  medical  practice.    The  means  for  delivering  the  service  should  not 
be  a  primary  consideration;  the  critical  test  is  whether  the  service  is  medically  reasonable  and 
necessary.    There  is  no  intrinsic  reason  why  telemedicine  services  would  not  meet  this  test. 
However,  reasonable  requirements  should  be  linked  to  telemedical  service  delivery,  such  as: 
a  request  for  the  service  by  the  patient's  attending  physician;  the  needed  medical  judgment  of 
a  consultant  physician;  and  a  requirement  that  the  telemedical  consultation  be  included  in  a 
patient's  written  medical  record. 

The  Academy  is  encouraged  by  the  growing  congressional  interest  in  promoting  the  use  of 
telemedicine  and  the  development  of  regional  telemedical  networks  as  a  means  of  reducing 
some  of  the  pressures  on  rural  health  care  providers.    Proposals  to  achieve  broader  diffusion 
of  this  technology  into  rural  areas  have  been  introduced  in  over  two  dozen  pieces  of  rural 
health  and  telecommunications  legislation  as  well  as  in  the  Vice  President's  National 
Telecommunications  and  Information  Access  (NTIA)  Initiative  and  the  President's  Health 
Security  Act.    Generally,  these  proposals  would  provide  grants  to  states  and/or  communities 
to  upgrade  their  telecommunications  infrastructure;  to  rural  health  facilities  to  create  rural 
telemedicine  networks;  and  to  existing  networks  for  interactive  video  capability.    Some 
proposals  authorize  a  federal  agency  to  maintain  a  telemedicine  clearinghouse.    Funding 
sources  vary;  some  of  the  bills  direct  that  the  grants  be  administered  by  agencies  within  the 
Department  of  Health  and  Human  Services  while  others  would  house  them  with  the 
Department  of  Agriculture  or  the  Department  of  Commerce. 
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In  addition,  several  federal  agencies  are  already  spreading  seed  money  among  a  number  of 
telemedicine  "demonstration  projects. "   The  Rural  Electrification  Administration  (REA)  now 
makes  low-interest  loans  to  telephone  and  telecommunications  companies  to  set  up 
communication  links  for  telemedicine.    The  1990  Farm  Bill  authorized  $60  million  to  assist 
rural  hospitals  and  schools  to  set-up  fiber  optic  link-ups.    To  date,  $10  million  has  been 
appropriated  and  already  the  REA  has  received  182  applications.    The  National 
Telecommunications  and  Information  Administration  (NTIA)  within  the  Department  of 
Commerce  has  $26  million  to  distribute  in  the  form  of  matching  grants  to  states  for 
telecommunications  development,  including  telemedicine.    The  Federal  Office  of  Rural 
Health  Policy  (ORHP)  within  the  Department  of  Health  and  Human  Services  will  distribute 
$5  million  this  year  to  rural  telemedicine  demonstration  projects.    Finally,  the  Agency  for 
Health  Care  Policy  and  Research  (AHCPR)  and  the  Health  Care  Financing  Administration 
(HCFA)  will  both  fund  demonstration  studies  of  the  clinical  issues  in  telemedicine,  while  the 
National  Library  of  Medicine's  High  Performance  Computing  Applications  in  Health  Care 
initiative  will  study  standards  for  data  transmission. 

We  encourage  Congress  to  give  consideration  to  these  various  telemedicine  projects  during 
its  consideration  of  health  system  reform. 

Conciusion 

The  Academy  appreciates  the  opportunity  to  share  with  the  Agriculture  Committee  its  views 
on  health  system  reform  in  rural  communities.    In  many  ways,  solving  the  chronic  problems 
of  access  to  care  in  rural  America  will  be  the  acid  test  of  health  system  reform.    We  applaud 
you  for  your  ongoing  interest  in  this  vital  issue.    Please  know  that  the  Academy  stands  ready 
to  assist  you  in  whatever  way  possible. 
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Mr.  Chairman  and  Members  of  the  Committee: 


I  would  like  to  speak  to  two  critical  health  care  issues  in  rural  America.    It  is 
my  hope  that  I  can  briefly  address  not  only  problems,  but  also  present  some 
possible  solutions.   Solutions  that  not  only  support  local  commerce  but  also 
build  quality  health  care  services.    These  solutions  were  generated  by 
applying  a  model  of  parallel  industry  development  to  rural  health  care.     This 
model  suggests  that  by  "piggybacking"  new  health  care  services  onto  existing 
industries  we  can  better  manage  the  challenges  of  low  population  density 
while  contributing  to  broader  economic  development  across  rural  America. 
This  model  can  be  best  illustrated  through  two  examples  that  directly  address 
critical  health  care  deficits  in  our  agricultural  communities. 

I  would  first  like  to  address  the  issue  of  services  to  individuals  with  disabilities. 
American  farmers  and  ranchers  are  more  likely  than  any  other  occupational 
group  to  experience  a  life-long  disabling  condition.    While  there  have  been 
continuing  quality  prevention  programs,  there  remains  a  significant,  and 
occupational  leading,  reality  that  many  of  American  farm  and  ranch  workers 
are  disabled. 

The  challenges  of  a  disabling  condition  are  often  magnified  by  the  conditions 
present  in  rural  American  health  care  and  support  services.    It  is  the  area  of 
support  services  that  1  would  first  like  to  address.  Today  in  Nebraska  and 
across  much  of  rural  America,  we  have  successfully  distributed  information 
concerning  assistive  technology  to  disabled  persons.    Assistive  devices  such  as 
wheelchair  lifts,  TDD's,  braille  writers  and  the  like  are  being  utilized  by  all 
manner  of  person. 

Unfortunately,  rural  America  does  not  have  the  population  density  to  support 
assistive  technology  repair  and  maintenance  centers.    When  a  wheelchair  lift 
breaks  for  a  member  of  a  rural  community,  it  may  often  mean  that  the  disabled 
individual  must  be  manually  lifted  into  his  or  her  van  and  sent  off  on  an  8  or 
10  hour  drive  to  a  repair  center  that  may  not  be  able  to  repair  the  van  without 
an  overnight  stay.    One  can  only  pray  that  there  will  be  no  need  to  stop  or  that 
further  problems  will  not  develop  along  the  way.    Similarly, 
telecommunication  devices  for  the  deaf  (TDD)  may  have  to  be  mailed  away  for 
repair  thus  prohibiting    the  hearing  impaired  user  any  access  to  telephones 
or  emergency  services  during  the  period  of  time  it  takes  to  make  what  are 
many  times  minor  repairs.     To  have  ordinary  kinds  of  maintenance  performed 
requires  sacrifices  in  independence  and  productivity.    The  result  often  is  that 
devices  are  not  properly  maintained  and  then  require  major  repairs. 
Equipment  failure  which  may  only  be  a  brief  inconvenience  to  the  resident  of 
a  large  urban  center  becomes  a  dangerous  loss  of  essential  health  care  support 
equipment  to  the  individuals  who  depend  on  these  devices  for  communication, 
mobility,  and,  in  some  cases,  survival. 

Recently,  through  my  offices  at  the  University  of  Nebraska-Lincoln  we 
proposed  a  statewide  solution  to  this  problem.   It  is  a  program  that  will  move 
away  from  attempting  to  find  centralized  solutions  for  decentralized  service 
problems,    it  supports  rural  commerce,  and  provides  continuing  service  with  a 
minimum  of  effort,  cost  and  program  maintenance  activity. 
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The  goal  of  this  program   is  to  aid  in  the  development  of  a  sustainable 
commercial  base  of  assistive  technology  repair  and  maintenance  centers  for 
serving  the  needs  of  Nebraska's  disabled  community.    It  will    result  in  an 
expanded  base  of  service  industries  across  the  state  that  will  create  a  network 
of  specialized  service  providers. 

The  specialized  service  provider  system  will  rely  on  existing  commercial  and 
professional  talent  that  will  be  redirected  to  include  the  services  of 
technological  assistance  for  the  disabled  person.    Rather  than  developing 
single-site  comprehensive  service  centers,  this  model  will  create  an  organized 
network  of  specialty  service  providers  building  on  existing  (parallel)  service 
industries. 

In  agri-business,  for  example,  there  already  exists  a  broad  network  of 
hydrauhc  repair  technicians;  we  plan  additional  training  that  will  certify 
these  same  technicians  in  wheelchair  lift  repair.    Similarly,  radio-television 
repair  technicians  could  be  trained  for  TDD,  CCTV,  and  CC  system  repairs  and 
computer  repair  centers  could  easily  adapt  to  service  many  computer-based 
assistive  devices.    In  this  manner,  already  existing  and  viable  commercial 
vendors  can  expand  to  provide  a  stable  base  of  assistive  technology  services. 

Currently,  there  are  many  existing  service  and  repair  industries  that  could 
offer  assistive  technology  repair  and  maintenance  services  along  with  their 
existing  services.    We  believe  that  the  foundation  for  basic  service  provision 
already  exists  across  the  nation  and  that  we  can  best  meet  the  needs  of  the 
disabled  population  by  supporting  the  development  of  such  foundation 
industries.    We  would  offer  comprehensive  retraining  to  commercial  vendors 
working  in  areas  parallel  to  those  of  the  Assistive  Technology  Repair  and 
Maintenance  Centers  (ATCs). 

Such  a  program  meets,  in  a  complementary  fashion,  the  needs  of  the  disabled 
community  and  the  service  provider  by  expanding  available  service  centers 
for  the  former  and  commerce  opportunities  for  the  latter.    To  assure  the 
successful  development  of  service  providers  this  assistive  technology  training 
program  will  provide  a  number  of  basic  services.    (1)  Vendors  will  be  trained 
by  certified  technicians  on  updated  materials,  methods  and  devices.   (2) 
Vendors  will  have  the  social  and  professional  skills  to  relate  appropriately  to 
an  expanded  and  diverse  customer  base.   (3)  Vendors  will  enter  into  a  broader 
(regional  and  national)  network  of  service  providers  who  can  provide 
guidance  on  continuing  certification,    new  product  development,  and 
marketing  techniques. 

Such  a  parallel  provider  industry  is  already  in  the  planning  stages  in 
Nebraska.    If  it  had  the  support  for  proper  documentation,  dissemination  and 
development  it  could  serve  as  a  nationad  model  for  meeting  a  critical  need, 

The  second  and  closely  related  issue  of  concern  for  me  is  the  rapid  loss  of  rural 
health  care  providers  and  local  basic-care  hospitals.   As  in  the  ATC  proposal,  I 
would  advocate  the  support  of  parallel  industries  in  rural  centers.    For  the 
provision  of  health  care  services,  there  is  at  least  one  major  medical  industry 
that  could  benefit  from  location  to  under  utilized  rural  hospital  facilities.    I 
would  propose  that  inpatient  alcohol  detoxification  centers  would  be  excellent 
candidates  for  development  or  relocation  into  rural  areas. 
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Unlike  most  medical  rehabilitation  centers,  alcohol  detox  centers  do  not 
encourage  nor  permit  daily  or  regular  visitation.    Additionally,  these  centers 
do  not  generally  permit  the  patient  to  leave  the  facility.    Rural/urban  location 
is,  therefore,  not  the  driving  force  behind  the  development  of  these  facilities. 
The  needs  of  the  urban  population  can  be  served  outside  of  the  urban  center. 
Moreover,  although  rural  areas  face  the  same  problems  of  alcohol  and 
substance  abuse  as  urban  areas  few  detox  facilities  have  well  established 
service  networks  in  rural  America. 

Detoxification  centers  require  on-site  medical  staffing  and  inpatient  basic- 
service  medical  facilities.   They  also  include  a  medical  staff  with  special 
experience  in  issues  of  poisoning  and  toxicity  the  second  major  occupational 
hazard  to  farm  workers.   These  staffing  patterns  and  facilities  are  the  same  as 
those  that  are  quickly  disappearing  from  the  landscape  of  rural  America.   At 
present,  many  rural  communities  subsidize  medical  services  and  staff  from 
general  tax  funds. 

Those  medical  services  other-than-detox  could  easily  be  secured  from  the 
primary  detox  activity  centers  in  these  hospitals.   Thus,  it  appears  that  we 
should  be  able  to  develop  strategies  that  can  bring  together  the  facility  needs 
of  industry  and  the  health  care  needs  of  rural  communities. 

Here  again  the  concept  of  parallel  industry  development  can  be  used  to  help 
generate  cost-effective  systems  for  health  care  delivery  to  rural  based 
populations.   We  must  remember  that  in  developing  health  care  industries  we 
are  engaged  in  both  community  development  and  the  promotion  of  commerce. 
Developing  alternative  responses  to  health  care  need  not  be  solely  viewed  as  a 
social  entitlement  program,  but  can  be  understood  as  economic  development  as 
well. 

I  would  urge  the  Congress  to  consider  promoting  the  further  development  of 
these  private  centers  of  commerce  and  employment  for  serving  the  health 
care  needs  of  rural  America.   Thank  you. 

END 


Eric  J.  Jolly,  Ph.D.  is  currently  Assistant  to  the  Chancellor  at  the  University 
of  Nebraska-Lincoln.    A  former  Chair  of  Psychology  at  Eastern  New  Mexico 
University,  Dr.  Jolly  supervised  an  outpatient  psychology  clinic  which  served 
a  predominantly  rural  population.    He  has  authored  widely  read  newspaper 
columns  on  substance  abuse  treatment  and  currently  serves  as  a  consultant 
and  trainer  for  alcohol  treatment  programs  across  the  country.    Dr.  Jolly  has 
also  taught  Psychology  of  Disability  and  counts  American  Sign  Language 
among  his  six  languages.    He  serves  as  an  advisor  to  several  disability  service 
programs.    Nationally,  he  works  with  advisory  boards  for  Mobility 
International,    The  National  Science  Foundation,  and  Girls  Incorporated. 
Within  Nebraska  his  board  service  includes  Worknet  (Job  placement  service 
for  disabled  persons),  The  Rape  Spouse  Abuse  Crisis  Center,  and  service  to 
numerous  state  governmental  agencies. 
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Chairman  de  la  Garza  and  Members  of  the  House 
Committee  on  Agriculture.  My  name  is  Susan  B.  Walter, 
Chief  Executive  Officer  of  the  Shenandoah  Community  Health 
Center  in  Martinsburg,  West  Virginia.  I  am  representing 
the  National  Rural  Health  Association  whose  membership  is 
comprised  of  community  and  migrant  health  centers,  small, 
rural  hospitals,  rural  health  clinics,  primary  care 
physicians,  non-physician  providers,  educators  and  other 
concerned  rural  citizens. 

I  appreciate  the  opportunity  to  appear  before  your 
committee  today  to  discuss  health  care  reform  and  the 
impact  on  rural  communities.  While  the  National  Rural 
Health  Association  supports  the  need  for  reform,  we 
urge  serious  consideration  and  passage  of  a  health  reform 
plan  that  ensures  universal  access  to  health  care  for  all 
populations.  NRHA  distinguishes  universal  access  from 
universal  coverage  by  defining  universal  access  as  access 
to  basic  comprehensive  primary  health  care  services.   In 
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Page  Two 

our  estimation,  providing  a  health  care  card  and  offering 
health  care  benefits  does  not  go  far  enough  to  providing 
quality  primary  health  care  services.  American  citizens, 
particularly  those  in  isolated  rural  and  frontier 
communities  must  have  access  to  primary  health  care 
providers  as  a  way  to  enter  the  health  care  system. 

Serving  The  Eastern  Panhandle  of  West  Virginia 

The  Eastern  Panhandle  of  West  Virginia  is  a  three 
county  community  of  over  110,000  people  located  1.5  hours 
west  of  Washington,  D.C.  Our  community's  economic  base  is 
tourism  and  agriculture,  with  apple,  peach,  dairy  and 
horse  farms. 

Our  community  is  the  fastest  growing  area  in  West 
Virginia,  There  was  a  26  percent  increase  in  population 
in  the  last  census.  While  more  people  are  coming  to  find 
the  Shenandoah  area  as  a  wonderful  place  to  live,  we  do 
not  have  the  resources  or  infrastructure,  including  the 
health  care  infrastructure,  to  accommodate  the  growth. 
Moreover,  the  unemployment  rate  is  approximately  6.5 
percent,  which  represents  about  4  000  workers  actively 
seeking  employment.  This  low  figure  masks  the  reality 
that  many  individuals  are  employed  in  low  wage  jobs  with 
no  health  insurance.  Further,  because  of  the  extremely 
harsh  winter,  the  peach  crop  was  destroyed,  which  will 
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have  a  negative  impact  on  the  economy. 

Shenandoah  Community  Health  Center 

The  Shenandoah  Community  Health  Center  three  county 
service  area  is  a  health  professional  shortage  area  for 
migrants  and  poverty;  one  county  and  parts  of  the  other 
two  are  designated  medically  underserved  areas.  Twelve 
percent  of  the  population  is  below  poverty,  31  percent  is 
below  200  percent  of  poverty. 

We  are  the  only  source  of  health  care  for  low  income 
residents  and  the  migrant  population.  We  provide  servicsi. 
to: 

*  8500  resident  medical  patients 

*  including  2400  migrants,  mainly   Hispanic  and  some 
Haitians,  from  four  West  Virginia  counties  and  five 
Virginia  counties,  seen  six  months  out  of  the  year 

*  and  4000  WIC  participants  from  five  West  Virginia 
Counties 

*  4  3,000  medical  encounters 

*  23,000  Women,  Infant  and  Children  (WIC)  and  social 
service  encounters 

The  health  center  receives  $1.23  million  in  federal  public 
health  dollars,  which  equals  4  0  percent  of  the  center's 
budget . 

Our  area  has  the  second  highest  birth  rate  in  the 
State.  To  help  meet  the  needs  of  900  low  income  and 
migrant  pregnant  women  annually,  the  Shenandoah  Community 


176 


Page  Four 

Health  Center  established  a  partnership  with  the  local 
obstetricians-gynecologists  and  the  local  hospital  to 
centralize  all  maternity  care  at  the  health  center.  These 
collaborative  prenatal  health  care  services  resulted  in 
positive  outcomes  for  the  mother  and  her  child  and  reduced 
the  high  rates  of  infant  mortality  to  less  than  two 
percent . 

As  in  most  rural  communities,  lack  of  transportation 
and  translation  services  are  barriers  to  health  care.  We 
hire  local  residents  to  transport  patients  and  we  have  a 
bilingual  staff. 

Rural  communities  face  tough  challenges  to  providing 
health  care  primarily  because  of  the  lack  of  primary  care 
providers  and  the  ineguities  in  reimbursement  through  the 
Medicaid  program.  Due  to  growth  in  the  population  in  the 
Eastern  Panhandle,  most  physicians  no  longer  serve 
Medicaid  beneficiaries  because  Medicaid  does  not  cover  the 
costs  to  treat  patients  and  it  does  not  reimburse 
providers  for  those  services  in  a  timely  manner. 
Conseguently,  low  income  rural  residents  are  served  solely 
by  the  Shenandoah  Community  Health  Center. 
Impact  of  National  Health  Reform  on  Rural  Communities 

NRHA  urges  serious  consideration  and  passage  of  a 
health  reform  plan  that  ensures  universal  access  to 
comprehensive  primary  health  care  for  all  populations. 
Three  intertwined  components  of  health  reform  are  of  a 
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special  concern  for  us. 

First,  is  the  workforce  issue.  Unless  this  issue  is 
addressed  in  a  multifacted  way  —  I  truly  believe  not  only 
will  rural  communities  not  be  able  to  replace  existing 
providers  but  many  of  them  will  move  to  urban  and  suburban 
communities. 

The  President's  bill  attempts  to  address  the 
workforce  issue  by  making  changes  in  graduate  medical 
education;  increasing  Medicare  payments  for  primary  care 
physicians;  offering  bonus  payments  to  primary  care 
providers  under  Medicare;  providing  tax  incentives  for 
primary  care  physicians,  advanced  practice  nurses  and 
physician  assistants;  increasing  funding  for  health 
professions  education  and  nurse  training;  and  expanding 
the  National  Health  Service  Corps. 

NRHA  believes  that  health  professional  students, 
particularly  physicians,  tend  to  serve  in  a  rural 
community  if  they  have  had  clinical  experiences  there. 
Therefore,  we  recommend  significantly  increasing  funding 
for  programs  that  train  primary  care  providers  and 
encourage  ambulatory  training  in  rural  communities.  For 
an  off  campus  program  to  be  successful,  the  physicians 
doing  tbis  training  need  to  be  reimbursed  for  their  time. 

Moreover,  there  should  be  direct  financial  support  to 
approved  residency  training  programs  at  rural  community- 
based  sites.  Currently  residency  training  support  goes  to 
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the  teaching  hospital,  which  then  allocates  funding  to  the 
community  health  center  or  rural  hospital  for  its  share  of 
training  costs. 

The  Shenandoah  Community  Health  Center  trains  health 
and  allied  health  professionals.  We  are  developing  a 
formal  partnership  with  West  Virginia  University  to 
establish  a  primary  care  residency  training  program  at  the 
health  center. 

NRHA  also  recommends  that  priority  should  be  given  to 
essential  community  providers  when  assigning  new  National 
Health  Service  Corps  personnel.  In  terms  of  distribution 
of  residency  training  programs,  special  consideration 
should  be  given  to  residency  training  programs  located  in 
States  with  no  medical  school. 

Other  innovative  incentives  both  carrots  and  sticks 
need  to  be  explored  for  professional  schools  and  students 
to  encourage  rural  primary  care  practice. 

The  second  concern  for  us  has  to  do  with  how  reform 
will  be  financed.  Rural  health  providers  of  Medicare  Part 
A  and  Part  B  health  services  feel  extremely  threatened  by 
the  administration's  proposal  to  finance  part  of  health 
reform  from  cuts  in  the  Medicare  program.  Rural  America 
not  only  has  a  higher  proportion  of  elderly  citizens  but 
most  rural  providers  are  dependent  on  Medicare 
reimbursement . 

Another  financing  concern  relates  to  services  for 
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primary  care.  It  is  very  difficult  to  reconcile  the  two 
policies  —  one,  of  reimbursing  rural  providers  less  than 
urban  providers,  and  two,  a  policy  to  encourage  primary 
care  providers  to  practice  in  rural  underserved 
communities.  If  we  want  to  recruit  and  retain  primary 
care  physicians  to  rural  and  innercity  areas,  we  will 
probably  need  to  consider  reimbursement  at  higher  rates 
than  the  rest  of  the  country. 

As  far  as  Essential  Community  Providers  are 
concerned,  we  will  always  need  them  to  serve  certain  parts 
of  rural  America.  NRHA  supports  automatic  designation  of 
all  rural  providers  as  essential  community  providers. 
These  providers  have  established  themselves  and 
demonstrated  their  ability  to  provide  access  for  residents 
of  rural  underserved  areas.  These  essential  community 
providers  need  to  have  stop  loss  and  contracting 
protections  —  protecting  them  against  financial  risk  — 
with  accountable  health  plans.  Quite  frankly,  NRHA 
recommends  eliminating  the  five  year  limitation  on 
essential  community  provider  designation. 

We  believe  that  with  full  coverage  for  all  rural 
residents,  we  will  need  a  significant  infusion  of  dollars 
for  community  and  migrant  health  centers  to  accommodate 
the  health  care  needs  of  citizens  who  will  come  in  the 
front  door  of  the  health  care  system. 

The  third  major  concern  focuses  on  Community-Based 
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Health  Systems  Delivery  Strategies.  With  all  the  talk 
about  managed  competition  and  integrated  systems 
development  especially  by  the  large  insurance  companies, 
HMOs,  and  tertiary  care  hospitals,  we  tend  to  forget  who 
is  providing  care  in  rural  America  —  community  based 
organizations  like  community  and  migrant  health  centers, 
rural  health  clinics,  local  private  physicians,  mid-level 
providers,  small  hospitals  and  health  departments. 

We  believe  a  successful  health  reform  strategy  will 
recognize  this  fact  and  attempt  to  build  on  the  strengths 
of  community-based  systems  combining  them  appropriately 
with  integrated  systems  development.  It  is  important  to 
remember  these  big  HMOs  and  hospitals  including  teaching 
centers  have  had  relatively  little  success  and  interest  in 
rural  America  over  the  past  25  years. 

To  build  community-based  health  care  systems  will 
take  access  to  capital,  both  the  debt  and  equity  markets. 
MKHA  recommends  providing  loans  and  loan  guarantees, 
interest  subsidies  and  grants  for  facility  planning, 
construction,  modernization,  conversion  and  purchase  of 
major  equipment. 

It  is  important  to  note  that  funding  for  capital 
infrastructure  development  should  not  be  limited  to 
networks  of  care,  for  in  rural  communities,  the  community 
health  center  or  rural  hospital  may  be  the  sole  provider 
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for  many  miles.   Moreover,  some  rural  communities  find 

that  access  to  capital  for  projects  of  less  than  $300,000 

for   facility   improvement   or   development   is   most 

beneficial. 

The  USDA  and  The  Department  of  Health  and  Human 
Services  had  a  joint  agreement  to  fund  "bricks  and  mortar" 
for  the  community  health  centers  program.  A  large  number 
of  existing  structures  in  rural  communities  were  funded 
through  the  community  facilities  loan  program. 

And  finally,  to  augment  the  provision  of 
comprehensive  primary  health  care  services,  NRHA  supports 
the  use  of  telecommunications.  Mr.  Chairman,  the  USDA 
supports  funding  for  the  REA's  Distance  Learning/Medical 
Link  Grant  Program.  Of  the  28  grants  made  under  this 
program  last  year,  nine  of  them  were  for  medical  services. 
When  health  care  reform  provides  universal  access,  then 
access  to  enhanced  telecommunications  for  rural  community- 
based  facilities  will  become  an  absolute  necessity.  These 
telecommunication  services  provide  access  to  diagnostic 
services  that  are  often  not  found  in  rural  facilities. 
They  offer  continuing  education  to  rural  providers. 

West  Virginia  University  was  fortunate  to  receive  a 
grant  from  the  federal  Office  of  Rural  Health  Policy  to 
develop  Mountaineer  Doctor  Television  (MDTV)  linking  West 
Virginia  University  in  Morgantown  to  three  small,  rural 
hospitals.   Having  been  notified  of  continued  funding. 
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three  additional  sites  will  be  included  in  the  network. 

We  believe  that  telemedicine  initiatives  should  not 
be  limited  to  those  developed  solely  with  academic  health 
centers.  It  is  imperative  that  rural  communities  have 
access  to  the  emerging  and  rapidly  changing  world  of 
telecommuncations.  Voice,  video  and  data  transmission 
through  deployment  of  broad  ban  networks  will  certainly 
serve  to  open  up  vital  health  care  and  education  services 
for  citizens  and  providers  who  live  and  practice  in 
isolated,  rural  and  frontier  communities. 

There  is  more  demand  than  there  is  federal  funding 
for  medical  links  and  distance  learning.  The 
telecommunications  industry  is  poised  to  bring  the 
information  age  to  rural  communities.  While  the  federal 
government  is  making  great  strides  to  meet  the  demand, 
adequate  incentives  and  flexibility  should  be  offered  to 
telecommunications  entities  to  encourage  local  telephone 
companies  to  upgrade  the  communities'  infrastructure. 

The  membership  of  the  National  Rural  Health 
Association  appreciates  this  opportunity  to  provide  you 
with  input  to  the  health  reform  development  process. 
We  urge  you  not  to  compromise  the  very  basic  tenet  of 
universal  access  to  comprehensive  primary  heatlth  care 
services . 
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TESTIMONY 
PRESENTED  TO  THE  HOUSE  AGRICULTURAL  COMMITTEE 

MARCH  17, 1994 

BY 

STEVE  MCDOWELL,  PROJECT  DIRECTOR 

ESJTEGRATED  COMMUNITY  HEALTH  DEVELOPMENT  PROJECT 

KANSAS  HEALTH  FOUNDATION 

Mr.  Chairman,  Members  of  the  Committee.  My  name  is  Steven  McDowell  and  I  am 
the  President  of  Rural  Health  Consultants  of  Kansas  as  well  as  the  Project  Director 
for  the  Integrated  Community  Health  Development  Project  for  the  Kansas  Health 
Foundation. 

I  come  before  you  today  as  a  strong  supporter  of  health  care  reform  who  believes  in 
the  necessity  of  containing  costs,  providing  quality  health  care,  and  assuring  that 
health  care  is  a  right  available  to  all  Americans.  Over  the  past  several  years,  I  have 
been  actively  involved  in  working  to  assure  access  to  integrated  systems  of  care 
throughout  rural  Kansas,  and,  indeed,  in  rural  connmunities  throughout  the  United 
States.  From  that  perspective,  I  would  like  to  express  several  concerns  about  how 
rural  issues  are  being  addressed  under  current  health  care  reform  proposals,  as  well 
as  to  share  with  you  a  recent  study  that  we  performed  for  the  Kansas  Health 
Foundation  which,  with  the  Chairman's  permission,  I  will  make  available  for  the 
record. 

I  support  the  efforts  of  the  Committee  and  the  Congress  to  fully  explore  ways  in 
which  health  care  reform  can  be  made  to  work  effectively  for  rural  Americans.  As 
members  of  this  Committee  know  oiUy  too  well,  rural  Americans  are  poorer,  older, 
and  in  worse  health  than  their  urban  counterparts  and  would  be  well  served  by  a 
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health  system  that  assured  universal  access  to  appropriate  care.  In  rural  America, 
however,  access  to  care  is  r\ot  assured  by  an  insurance  card;  moreover,  fragmented 
care  which  is  hard  to  access  may  sometimes  have  inappropriate  outcomes. 

I,  like  many  rural  advocates,  have  been  concerned  about  the  extent  to  which  the 
current  debate  over  health  care  reform  has  focused  on  reforming  the  financing 
system  while  paying  inadequate  attention  to  how  the  changed  financing  system  is 
likely  to  Impact  on  the  health  care  delivery  system.  In  particular,  I  worry  about  its 
effect  on  the  rural  delivery  system. 

As  you  no  doubt  know,  the  rural  health  care  delivery  system  is  particularly  fragile. 
Rural  Americans  have  fewer  practitioners  f>er  capita  for  many  reasons,  not  only 
because  of  inadequate  finances.  These  include  limited  professional  and  educational 
opportvmities,  and  geographic  and  climatic  barriers  in  the  way  of  access  to  care.  At 
the  same  time,  the  health  care  system  is  frequently  one  of  the  largest  employers  in 
rural  areas,  and  is  a  critical  issue  when  other  employers  are  considering  coming  to, 
or  remaiiung  in,  rural  communities.  It  is  imperative,  therefore,  that  all  prop>osals 
for  reforming  the  health  care  financing  system  fully  explore  their  potential 
implicatioixs  on  the  rural  delivery  system. 

While  the  different  reform  proposals  seek  to  provide  riiral  and  underserved  areas 
with  different  types  of  safety  net  providers,  be  those  community  health  centers  or 
rural  emergency  access  community  hospitals,  no  health  care  reform  proposal  has 
fociised  on  how  the  different  services  provided  in  rural  communities  can  be 
integrated  in  order  to  lower  costs  and  increase  access.  In  fact,  some  of  the  managed 
competition  proposals  appear  to  be  based  in  the  concept  of  having  urban  health 
plans  divide  and  conquer  the  rural  delivery  system. 
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The  Integrated  Community  Health  Development  Project  funded  by  the  Kansas 
Health  Foundation  Is  working  In  ten  Kansas  communities  to  build  integrated 
systems  of  care  which  can  assure  local  access  to  care.  In  each  community  a  cross 
section  of  citizens  have  formed  a  working  group  to  iwderstand  the  changes  in 
health  delivery,  come  to  a  consensus  on  an  appropriate  scope  of  services  for  their 
community  and  then  to  decide  how  to  structure  those  services.  These  rural 
commimities  have  decided  that  at  a  minimum  they  need  to  have  local  access  to 
Emergency  Services,  primary  care  services,  public  health  services  and  community 
based  long  term  care.  Further  they  have  come  to  the  conclusion  that  the  delivery 
system  needs  to  be  integrated.  In  planning  for  health  reform  in  rural  America  this 
point  cannot  be  overstated,  the  rural  health  care  delivery  system  is  neither  a 
hospital,  a  practitioner,  a  public  health  department  or  an  emergency  medical  system. 
A  rural  delivery  system  is  just  that,  a  system  of  care  that  coordinates  and  integrates 
local  resources  in  order  to  minimize  duplication,  contain  costs  and  assure  access  to  a 
comprehensive  range  of  services. 

Our  work  with  the  Kansas  Health  Foundation  has  indicated  that  in  order  to  have  an 
effectively  integrated  delivery  system  in  rural  areas,  it  must  meet  the  following 
criteria: 

Characteristics  Of  Integrated  Rural  Delivery  Systems 

•  Built  on  essential  services  identified  by  local  commimity 

•  Conceptually  framed  by  epidemiology  of  market 

•  Size  of  rural  market  determines  whether  system  is  papulation-  or  service-area- 
based 

•  Accountable  single  entity  manages  resources  and  assumes  risk 

•  Outcome  measures  are  commurdty-oriented  rather  than  disease-based 

•  Essential  components  are  prevention  and  early  intervention 

•  Advanced  levels  of  care  provided  through  networking  with  external  resources 
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In  our  paper  for  the  Kansas  Health  Foundation  we  explore  these  criteria  in  more 
depth.  In  brief,  the  study  defines  a  non-duplicative  network  of  health  care  resources 
designed  to  address  community  needs.  It  then  examines  what  approaches  to  health 
reform  provide  the  necessary  incentives  to  encourage  building  an  integrated  rural 
health  care  system  that  incorporates  these  criteria.  The  study  finds  that  only  a 
"managed  cooperation"  approach  is  likely  to  include  incentives  for  communities 
and  health  care  providers  and  practitioners  to  work  together  to  build  an  optimal 
system  for  the  delivery  of  sound,  appropriate  care  in  rural  areas.  This  option  is  not 
readily  available  in  some  of  the  current  health  reform  proposals. 

Next,  I'd  like  to  point  out  to  the  committee  that  in  order  for  an  integrated  system  to 
be  effective  in  rural  areas,  the  anti  trust  and  fraud  and  abuse  statutes  must  be 
appropriately  revisited.  We  are  particularly  concerned  about  a  September  15th  joint 
memorandum  of  the  Department  of  Justice  and  Federal  Trade  Commission  that 
defined  the  geographic  markets  relevant  to  rural  health  delivery  in  a  very  narrow 
fashion  and  then  limited  the  ability  of  the  providers  within  those  limited 
geographic  areas  to  integrate.  If  the  guidelines  in  that  memorandum  are  not 
addressed  through  the  legislative  process,  we  are  particularly  concerned  about  the 
viability  of  the  niral  delivery  system  under  reform. 

Finally,  I'd  like  to  address  the  issue  of  singling  out  some  spwdfic  kinds  of  providers 
in  rural  and  underserved  areas  for  protection  under  reform,  such  as  has  been 
projx>8ed  in  the  "Essential  Community  Provider"  provisions  of  the  Clinton  plan, 
and  make  some  recommendations  for  the  Committee's  consideration.  As  you  have 
already  heard,  we  share  the  concern  of  many  others  about  the  potential  impact  of 
reform  on  the  fragile  delivery  system  in  rural  and  underserved  areas.  Our  concern, 
however,  is  that  it  is  the  entire  delivery  system  in  these  areas  that  will  be  threatened 
by  reforms  not  geared  appropriately  to  rvu-al  needs,  rather  than  any  single  provider- 
type.  At  the  same  time,  it  must  be  recogiuzed  that  working  together  to  build  an 
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integrated,  community-based  system  calls  for  commitment  by  health  care  providers 
to  identify  and  address  the  specific  needs  of  the  community  they  serve.  As  those  of 
us  who  work  in  rural  America  have  come  to  understemd,  the  rural  health  care 
system  is  not  well  served  by  perceiving  it  to  be  an  urban  system  In  miniature. 
Health  reform  proposals  which  address  rural  needs  through  mandating  urban 
health  plans  to  render  some  level  of  service  to  rural  communities  fail  to  recognize 
this  difference. 

We  recommend,  therefore,  that  the  Committee  take  the  following  into  account  in 
determining  how  to  best  shape  reform  to  respond  to  rural  needs. 

1.  Reform  must  recognize  regional  patterns  of  care  and  provide  sufficient  anti-trust 
protection  to  allow  shortage  area  providers  to  jointly  create  a  system  of  managed 
cooperation  that  meets  the  needs  of  the  community  they  serve.  Technically,  this 
will  mean  revising  the  standards  for  defining  the  geographic  market  in  rural 
shortage  areas,  as  has  been  discussed  above. 

2.  Reform  must  find  a  way  to  allow  rural  communities  to  participate  in  the 
development,  implementation  and  management  of  an  integrated  system,  and 
provide  for  incorporation  of  sound,  community-based  data  management  in  the 
evaluation  of  effective  outcomes  of  care.  The  ongoing  participation  of  the 
epidemiological  expertise  of  the  public  health  sector  is  an  essential  component  of 
any  successful  approach  to  an  integrated  health  care  delivery  system. 

3.  Reform  should  link  grants,  tax  incentives,  and /or  reimbursement  protections  to 
the  extent  to  which  specific  providers  do,  in  fact,  participate  in  the  fragile 
delivery  system  as  opposed  to  being  part  of  efforts  to  "divide  and  conquer"  local 
resources.  Technically,  this  means  mandating  that  all  providers  within  a 
managed  cooperation  area  participate  in  a  process  to  identify  and  address 
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epidemiologically-detennined  commtinlty  needs,  and  provide  services  in  a 
manner  which  helps  to  overcome  the  barriers  to  rural  access;  e.g.,  they  participate 
in  a  24-hour  call  schedule,  admit  patients  to  area  hospitals,  traiufer  patients  in 
accordance  with  the  local  EMS  system  guidelines,  etc  These  types  of  policies  will 
be  necessary  to  avoid  a  two-tiered  system  in  rural  communities. 

4.   Reform  should  determine  the  relative  responsibility  of  both  the  Federal  vs.  State 
governments  in  assuring  that  health  care  reforms  are  Implemented 
appropriately  in  both  health  care  delivery  and  the  financing  system,  and  clearly 
and  explicitly  Spell  out  those  relative  responsibilities. 

Thank  you  very  much  for  the  opportunity  to  talk  to  you  today,  and  I  stand  ready  to 
answer  any  questions  you  may  have. 

(Attachment  follows:) 
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This  project  is  funded  by  the  Kansas  Health  Foundation,  a  philanthropic  organization  whose  mission 
is  to  improve  the  quality  of  health  in  Kansas. 
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KANSAS    HEALIH    FOUNDATION 

FOREWORD 

Health  care  in  many  rural  communiries  is  in  critical  condition.  But  the  prescription  being 
offered  to  the  rest  of  the  country  in  health  reform  is  bypassing  the  special  needs  of  rural 
communities.  This  study,  commissioned  by  the  Kansas  Health  Foundation,  looks  at  the 
unique  needs  of  rural  communities.  It  examines  an  alternative  to  the  traditional  health 
care  delivery  system,  one  that  ensures  a  contmuum  of  basic  primary  care  by  integrating 
existing  health  services.  And,  it  takes  the  examination  a  step  further  by  looking  at  how 
proposed  health  reform  measures  could  affect  an  integrated  model. 

There  are  many  reasons  for  this  need  to  examine  how  to  sustain  rural  health  systems  in 
the  future:  changing  demographics,  explosion  of  medical  technology,  reduced  hospital  use 
because  of  changes  in  the  ways  medicine  is  practiced,  and  shortages  of  primary  care  ■ 
providers  to  name  a  few. 

For  the  past  five  years,  the  Kansas  Health  Foundation  has  funded  projects  that  have 
examined  the  current  rural  health  delivery  system.  In  many  ways  the  attached  report  is  a 
culmmation  of  the  work  of  groups  and  individuals  who  have  attempted  to  define  a  system 
that  is  based  on  community  needs  and  not  on  the  traditional  medical  model. 

Under  the  traditional  model,  where  the  emphasis  is  on  treatment,  resources  in  the 
communities  under  study  were  found  to  be  fragmented  and  in  some  cases  were  very 
limited.  When  interviewed,  people  in  these  communities  identified  health  concerns  that 
are  more  akin  to  what  is  considered  a  social  model,  where  the  emphasis  is  on 
identification  of  problems  and  intervention  before  disease  develops. 

In  this  report.  Rural  Health  Consultants  of  Lawrence,  Kansas,  defines  an  integrated 
health  system,  one  that  is  a  non-duplicative  network  of  health  care  resources  designed  to 
address  community  needs.  It  also  examines  which  health  reform  proposals  provide  the 
necessary  incentives  to  encourage  building  an  integrated  rural  health  system. 

If  you  are  involved  in  health  reform,  you  may  want  to  use  this  report  as  a  tool  —  a  way  to 
study  health  reform's  impact  on  access  and  quality  of  rural  health  care.  Too  often  in  the 
past  the  payment  —  or  reimbursement  —  system  for  health  care  has  been  designed  and  the 
delivery  system  followed.  This  report  gives  policy  makers  an  opportunity  for  a  rural 
health  system  to  be  defined,  and  then  to  put  the  payment  systeims  in  place  that  would 
encourage  an  integrated  rural  health  delivery  system. 

Just  as  the  payment  systems  of  the  past  led  to  an  illness-oriented  system,  the  payment 
system  of  the  future  will  determine  the  possibility  of  moving  to  an  integrated  delivery 
system  where  wellness  and  access  to  services  are  the  norms  and  not  the  exceptions. 

--  Don  Stewart,  Vice  President  and  Senior  Advisor 
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EXECUTIVE  SUMMARY 

This  analysis  attempts  to  answer  the  following  questions: 

•  What  are  the  characteristics  which  define  an  integrated  rural  essential  services 
system? 

•  Can   an    integrated   rural    delivery   system   fit   with   current   health    reform 
proposals? 

•  Can  a  rural  community  move  toward  an  integrated  system  and  prepare  for 
health  reform? 

•  Do    health    reform    proposals    furnish    incentives    for    development  •  and 
implementatfon  of  the  rural  integrated  delivery  model? 

•     •     What  is  the  likely  minimum  population  size  for  it  to  be  financially  feasible  to 
develop  an  integrated  rural  health  delivery  system? 

This  paper  follows  up  on  work  done  to  date  under  the  Integrated  Health  Care 
Delivery  (ICHD)  project  for  rural  communities,  sponsored  by  the  Kansas  Health 
Foundation.  The  ICHD  project  is  based  on  the  premise  that  an  integrated  health  care 
delivery  system  will  provide  the  most  efficient,  cost-effective,  appropriate  care. to  a  given 
community.  Twelve  rural  Kansas  counties  have  been  involved  to  date  in  the  ICHD 
project. 

As  participants  in  the  ICHD  project  communities  evaluated  their  health  care 
needs,  and  identified  the  health  care  services  needed  locally  to  improve  and  maintain  the 
community's  health  status..  The  health  care  resources  in  each  community  were  also 
evaluated,  and  compared  with  the  community-identified  service  needs.  Health  care 
resources  in  the  communities  under  study  were  found  to  be  fragmented,  and  in  some 
instances  were  very  limited.  Most  notably,  the  resources  that  do  exist  were  found  to  be 
strongly  directed  towards  the  medical  model  of  health  care  delivery,  while  the  health 
concerns  identified  as  most  important  by  the  communities  themselves  were  much  more 
reflective  of  the  social  model.  Under  the  medical  model  the  emphasis  is  on  treatment  of 
illness  whereas  under  a  community-oriented  model  emphasis  is  on  identification  of 
problems  and  intervention  before  disease  develops. 

This  paper  identifies  the  kind  of  approach  which  appears  to  offer  the  greatest 
potential  for  efficient,  cost-effective  health  care  for  rural  communities,  which  is  a  non- 
duplicative  network  of  health  care  resources  organized  through  a  community-based 
governance  structure  to  deliver  the  full  continuum  of  care.  The  paper  examines  efforts  at 
the  national  level  to  redefine  the  kinds  of  care  communities  most  need,  and  finds  a  strong 
direction  towards  a  shifting  delivery  model,  from  the  traditional  medically-based 
approach  to  a  more  community-oriented  system.  A  review  of  the  findings  of  individual 
ICHD  projects  demonstrates  a  willingness  for  communities  to  consider  reorganizing  the 
local  system  in  line  with  this  paradigm. 

The  paper  describes  the  seven  characteristics  which  define  an  integrated  rural 
essential  services  system.  The  system  must: 

•  be  based  on  community-defined  essential  services 

•  be  framed  by  the  epidemiology  of  the  community 

•  accept  responsibility  for  all  residents  of  a  geographic  service  area 

•  be  governed  by  a  single  responsible  entity,  which  must  assume  the  financial 
risk  for  delivering  essential  services 
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•  ensure  that  system  evaluation  is  based  on  improved  community  health 
outcomes,  rather  than  management  of  specific  diseases 

•  emphasize  prevention  and  early  intervention,  and 

•  accept     responsibility     for     networking     with     external     resources     for 
appropriate  care  which  cannot  be  provided  within  the  local  system. 

After  defining  system  characteristics,  the  paper  examines  whether  an  integrated 
rural  essential  services  delivery  system  would  be  possible  under  managed  competition, 
single  payor  and  managed  cooperation.  Our  analysis  showed  that  the  only  potential  fit 
was  with  managed  cooperation.  Having  reached  the  conclusion  that  managed  cooperation 
was  the  only  feasible  health  reform  proposal  for  integrated  systems,  the  paper  discusses 
how  an  imaginary  community  in  Kansas  might  undertake  steps  towards  an  integrated 
system,  and  identified  some  positive  approaches,  as  well  as  some  significant  obstacles. 
Moving  from  a  hypothetical  environment  to  the  real  world,  the  current  situation  in  three 
Kansas  communities,  with  populations  of  3,000,  6,000  and  15,000  people,  were 
evaluated.  Little  progress  towards  an  integrated  system  was  being  made  in  any  of  these 
places.  The  impact  of  three  health  reform  proposals  on  each  of  these  communities  was 
examined.  Of  the  three  proposals  only  managed  cooperation  was  found  to  facilitate  the 
potential  for  an  integrated  rural  essential  services  system.  The  other  reform  proposals 
(managed  competition  and  fee-for-service  single  payor),  on  the  contrary,  appeared  likely 
to  have  destructive  effects  for  already  fragmented  rural  health  care  resources. 

Finally,  a  financial  analysis  was  conducted  in  an  effort  to  identify  any  potential 
resources  which  could  serve  as  incentives  for  the  growth  of  the  integrated  system 
described  in  this  paper.  This  proved  be  a  very  difficult  undertaking,  owing  to  inadequate 
availability  of  financial  data.  As  a  proxy,  we  chose  to  consider  the  possible  drop  in  acute 
care  hospitalization  costs  which  might  occur  if  preventable  hospitalizations  for 
ambulatory  care  sensitive  conditions  were  significantly  reduced,  as  should  be  the  case 
under  a  well-managed  integrated  delivery  system.  Savings  from  $150,000/year  in  the 
smallest  community  to  $830,000/year  in  the  largest  were  found.  However,  even  with  the 
potential  availability  of  funds  which  might  serve  as  an  incentive  to  shift  the  health  care 
paradigm,  it  was  not  clear  that  an  integrated  system  could  be  developed  for  every  size 
community. 


(The  complete  report  is  held  in  the  committee  files.) 
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Good  morning.    My  name  is  Dr.  Jane  Preston  and  I  am  the  Director  of  the  Texas 

Telemedical  Project  and  President  of  the  American  Telemedicine  Association. 
i 

I  am  a  licensed,  practicing  psychiatrist  with  an  M.D.  from  Baylor  College  of  Medicine 
in  Texas  and  a  Fellow  of  the  American  Psychiatric  Association.  I  am  also  President  of 
Telemedical  Interactive  Consultative  Services  Inc.  (TICS),  a  non-profit  corporation  designed  to 
stimulate  rural  health  care  through  telemedicine  applications.  TICS  is  now  engaged  in  an 
extensive  telemedicine  trial  in  Texas  which  was  designed  to  demonstrate  the  clinical  and 
economic  benefits  of  using  such  technology. 

THE  AMERICAN  TELEMEDICINE  ASSOCIATION 

The  mission  of  the  American  Telemedicine  Association  is  to  promote  professional, 
ethical,  and  equitable  improvement  in  health  care  delivery  through  telecommunications 
technology  and  to  enhance  broad-based  community  telecommunications  by: 

•  promoting  telemedical  research  and  education, 

•  assisting  in  the  development  of  telemedical  policy  and  standards, 

•  providing  education  to  public  and  professional  organizations, 

•  interacting  with  world-wide  communication  systems, 

•  serving  as  a  clearinghouse  for  telemedical  information  and  services,  and 

•  supporting  local  health  care  system  initiatives  in  telemedicine,  especially  in 
medically  underserved  areas. 

The  A.T.A.  is  composed  of  individual  physicians,  allied  health  professionals  and 
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i 
organizations  who  are  interested  in  telemedicine  research,  education,  development  and  service. 

Our  board  of  directors  is  composed  of  leading  authorities  in  the  field  of  telemedicine  from 

throughout  the  country. 

WHAT  IS  TELEMEDICINE? 

In  the  strictest  sense,  telemedicine  means  live,  two-way  audio  and  video  communication 
with  patients,  physicians,  other  health  care  providers,  and  medical  institutions.  Through  the  use 
of  telemedical  technology  it  is  possible  for  a  patient  living  in  a  remote  location  to  receive  a^ 
personalized,  high-quality  medical  examination  and  diagnosis  from  a  physician  or  assistance  froi 
health  care  specialists  located  many  miles  away.  Telemedicine  uses  telecommunications  to  link 
health  care  professionals  with  clinics,  institutions,  peer  physicians  and  patients  in  distant 
locations  for  diagnosis,  treatment,  consultation,  transfer  of  medical  data,  and  education. 
Telemedicine  can  substantially  improve  the  availability  and  quality  of  medical  care  in  remote 
areas  and  the  cost  of  health  care  can  be  reduced.  A  recent  study  by  Arthur  D.  Littie  concluded 
that  the  enhanced  use  of  telecommunications  in  health  care,  including  telemedicine,  could  save 
in  excess  of  $36  billion. 

The  use  of  telecommunications  technology  to  assist  in  delivering  medicine  is  growing 
rapidly.  From  initial  demonstrations  in  the  1950's,  telemedicine  projects  are  now  underway  in 
over  20  states.  The  technology  of  telemedicine  was  early  advanced  through  the  work  of  the 
National  Aeronautic  and  Space  Administration  which  recognized  the  need  for  providing  quality 
medical  care  for  astronauts  in  outer  space.  Active  projects  in  the  states  range  from  using  closed 
circuit  television  to  bring  medical  care  to  patients  a  few  miles  away  to  using  satellites  to  provide 


197 


medical  advice  and  training  to  health  care  professionals  in  another  country. 

Let  me  describe  the  project  in  which  I  am  involved  in  Texas.  The  Texas  Telemedicine 
Project,  started  in  March  1989,  connects  a  network  of  both  public  and  private  health  institutions 
in  Austin  to  portals  of  health  care  in  the  more  rural,  economically  depressed  community  of 
Giddings.  To  date  we  have  served  over  2,500  patients.  The  project  has  provided  considerable 
data  on  the  cost  savings  made  available  through  telemedicine.  The  savings  have  also  included 
the  time  traveled  between  Giddings  and  the  nearest  modem  medical  center.  Total  travel  distance 
is  approximately  130  miles  roundtrip  between  the  sites  (2.5  hours  by  car). 

Exhibit  1  is  a  diagram  of  the  network  design  for  the  project.  The  project  operates  from 
four  transmission  sites  in  Austin,  Texas.  Video  and  audio  transmission  travels  from  those  sites 
via  fiber  optic  lines  by  Southwestern  Bell  and  traveling  from  their  office  in  Austin.  From  there 
the  transmission  is  handed  off  to  LDDS,  a  long  distance  carrier  to  College  Station  via 
conditioned  copper  cable  and  from  there  to  Giddings  by  microwave.  Finally,  the  transmission 
travels  via  fiber  optic  cable  by  GTE  to  three  separate  sites  giving  service  to  four  separate 
institutions.  If  it  were  not  for  the  excellent  cooperation  between  the  three  different  telephone 
companies  involved  in  this  project  we  would  never  have  been  able  to  complete  the  system  nor 
provide  an  adequate  level  of  regular  and  emergency  services  for  the  patients. 

There  are  many  other  applications  of  telemedicine  being  implemented  throughout  the 
country  which  have  expanded  access  to  education  of  health  care  professionals  serving  rural 
areas.    I  will  briefly  describe  two  such  applications. 

In  Arkansas,  Southwestern  Bell  has  supported  the  development  of  the  Northeast  Arkansas 
Rural  Education  Consortium  where  nurses  are  trained  via  two  way  interactive  video  between 
Arkansas  State  University,  the  Ozark  Technical  College  in  Melbourne  located  80  miles  away  and 
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a  branch  campus  in  rural  Beebe  located  100  miles  away.  Currently,  five  classes  are  available 
through  the  network  which  allows  nursing  students  in  the  rural  communities  to  earn 
undergraduate  and  advanced  nursing  degrees  without  travelling  to  a  distant  campus.  This 
enables  them  to  both  learn  and  then  work  in  their  own  communities,  adding  to  the  health  care 
work  force  serving  rural  residents.  The  project  will  soon  be  expanded  to  two  additional  sites. 
The  Wisconsin  Health  Information  Network,  developed  by  Ameritech  and  Aurora  Health 
Care,  links  9  hospitals  and  more  than  580  physicians  across  the  state  of  Wisconsin.  The 
network  connects  hospitals,  pharmacies,  physicians,  laboratories,  insurers,  and  employers  over 
common  carriage  phone  lines.  By  enabling  participants  to  exchange  information  swiftly  and 
cost-effectively  the  project  expects  to  cut  the  health  care  administration  costs  of  its  members  by 
up  to  20  percent. 

The  experience  gained  from  these  projects  have  paved  the  way  for  fully  deploying 
telemedicine  throughout  the  United  States.  Indeed,  I  believe  telemedicine  is  a  critical  part 
of  health  care  reform  for  rural  America.  Its  holds  the  promise  of  more  equitable  access 
to  advanced  medical  care  for  rural  communities  and  homebound  populations,  reducing  the 
cost  of  health  care  delivery,  providing  medical  education  to  health  professionals  in  remote 
locations,  and  increasing  opportunities  for  health  education  to  all  populations. 

IMPROVING  RURAL  HEALTH  CARE  THROUGH  TELEMEDICINE  -  POLICY  ISSUES 

This  brings  me  to  the  topic  to  be  addressed  here  today.  I  would  like  to  set  forth  two 
specific  areas  that  need  to  be  addressed  in  order  for  rural  America  to  fully  benefit  from  the 
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potential  of  telemedicine.  First,  shaping  the  health  care  system  of  the  future  to  recognize  and 
assist  in  financing  telemedicine  applications.  Second,  providing  an  adequate  telecommunications 
infrastructure  that  will  allow  for  the  deployment  of  telemedicine  applications  throughout  rural 
health  institutions  and,  eventually,  to  the  homes  of  individual  consumers.  Both  are  critical  for 
improving  rural  healUi  care  through  tiie  use  of  telemedicine. 

A,  Health  Care  System  Reform 

Very  important  for  tiie  full  implementation  of  telemedicine  in  rural  areas  is  the  need  for 
federal  recognition  and  support  of  telemedicine  as  an  integral  part  of  our  nation's  healtii  care 
system.  It  is  encouraging  tiiat  health  care  applications  using  telecommunications  have  been 
recognized  under  the  Clinton  and  otiier  health  reform  plans.  However,  as  of  today,  no  major 
health  care  proposal  introduced  in  Congress  will  allow  rural  America  to  fully  take  advantage  of 
the  opportunities  telemedicine  presents.  No  current  proposal  specifies  how  the  federal 
government  will  promote  the  deployment  of  telemedicine  and  makes  no  specific  commitment  to 
help  pay  for  telemedicine  costs,  especially  its  use  in  serving  residents  in  rural  locations.  I  urge 
you  to  take  a  close  look  at  tiiese  issues  and  I  offer  four  suggestions  for  your  consideration.  As 
a  committee  with  critical  responsibilities  for  rural  America,  I  would  strongly  encourage  you  to 
seek  to  have  tiiese  suggestions  incorporated  into  any  national  health  care  reform  legislation. 

1.         Federal  Seed  Money  for  Rural  Telemedicine 

The  initial  cost  of  providing  telemedicine  for  such  activities  as  physician  consultations 
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and  image  transmissions  includes  a  substantial  investment  in  transmission  and  on-site  equipment 
and  training  and  education  on  the  use  of  telemedicine  by  health  care  professionals.  These  are 
investments  not  easily  made  by  struggling  health  care  providers  serving  rural  communities. 
However,  once  established  and  having  reached  a  critical  level  of  use,  the  economics  of 
telemedicine  will  quickly  make  additional  investments  worthwhile  to  physicians  and  medical 
institutions.  Therefore,  to  help  accelerate  telemedicine  in  rural  areas,  initial  outside  assistance 
is  necessary  to  reach  this  critical  stage  of  practice. 

Although  there  are  a  few  federally  financed  demonstrations  currently  underway,  I  suggest 
an  expanded  federal  commitment  of  funding  for  telemedicine  equipment  and  training  for  rural 
communities  for  the  next  five  years  which  would  enable  many  rural  communities  to  take 
advantage  of  current  technology  and  immediately  improve  the  access  and  quality  of  health  care 
in  their  area.  This  "start-up"  investment  would  be  one  of  the  wisest  uses  of  scarce  public 
resources  as  the  use  of  telemedicine  has  proven  to  save  money  and  lives  and  preserve  medical 
services  in  many  areas  that  have  lost  access  to  traditional  medical  care. 

I  do  not  offer  a  target  amount  for  funding  of  this  program  nor  do  I  venture  into  which 
federal  agency  should  be  responsible  for  its  administration.  However,  a  minimum  commitment 
of  $25  million  should  be  considered  for  the  first  year.  This  would  signal  a  strong  interest  by 
Congress  in  supporting  this  approach  to  providing  additional  health  care  to  rural  America.  It 
could  also  be  used  to  leverage  additional  private  sector  dollars  into  rural  telemedicine 
applications. 
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2.  Reimbursement  of  Telemedicine  Expenses 

Federal  reimbursement  for  telemedicine  under  Medicare  and  Medicaid  is  a  current  issue 
facing  the  Health  Care  Financing  Agency  and  Congress.  It  has  been  apparent  in  my  meetings 
with  the  agency  over  the  past  five  years  that  there  is  a  reluctance  by  some  in  the  government  to 
recognize  telemedicine  as  an  accepted  method  of  practicing  medicine,  stating  that  it  is  still  in  an 
experimental  phase.  Despite  over  forty  years  of  telemedicine  demonstrations  in  this  country  and 
the  rapid  deployment  of  telemedicine  sites  and  networks  in  other  countries  this  issue  remains  a 
fundamental  barrier  to  further  deployment  of  telemedicine  in  the  United  States.  Congress  needs 
to  specify  that  telemedicine  is  an  approved  cost  for  the  reimbursement  under  these  programs. 

3.  Support  for  Enhanced  Research  and  Development. 

The  growth  in  telemedicine  around  the  world  has  witnessed  an  equal  growth  in  the 
development  of  sophisticated,  high  quality,  low  cost  end-use  equipment  by  other  countries.  The 
federal  government,  together  with  all  telecommunications  companies  should  be  zdlowed  and 
strongly  encouraged  to  develop  new  technologies  and  work  with  other  American  manufacturers 
and  medicine  in  order  for  this  country  to  be  able  to  better  compete  in  the  global  marketplace  for 
telemedicine  in  the  future. 

The  American  Telemedicine  Association  has  recommended  the  development  of  an 
ongoing  monitoring  group  composed  of  both  medical  and  technical  professionals  to  provide 
creative  input  and  monitoring  of  such  technology  development  for  the  establishment  and 
adjustment  of  standards. 
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4.         Federal  Regulatory  Support 

Existing  restrictions  to  telemedicine  include  several  regulatory  barriers  that  inhibit  its 
deployment.  For  example,  since  telemedicine  may  be  practiced  across  state  lines,  special 
guidance  could  be  given  regarding  recognition  of  out  of  state  medical  licenses  in  emergency 
situations.  This  could  be  simply  handled  by  expanding  the  precedent  under  the  Social  Security 
Act  which  allows  for  patients  to  cash  federally  financed  prescriptions  in  other  states  under 
emergency  circumstances.  Recognition  could  be  made  for  federal  financing  of  the  use  of 
interstate  telemedicine  under  similar  emergency  situations. 

A  factor  encouraging  the  implementation  of  telemedicine  in  rural  areas  is  the  ability  to 
use  federally  financed  telemedicine  projects  for  multiple  uses.  The  infrastructure  used  in 
deploying  telemedicine  can  be  used  in  many  other  types  of  applications  such  as  distance  learning, 
business  communications,  and  law  enforcement.  With  the  relatively  low  usage  of  telemedicine 
facilities  serving  remote  sites  it  makes  sense  that  alternative  applications  be  encouraged  to  use 
the  infrastructure  already  in  place.  This  would  also  make  applications  in  the  most  remote  sites 
more  efficient  and  more  economical.  Congress  should  specifically  encourage  such  multiple 
usage  of  any  federally  financed  telemedicine  projects  in  the  future. 

Other  regulatory  issues  also  may  prove  a  barrier  to  the  widespread  deployment  of 
telemedicine  such  as  the  need  to  create  liability  limitations,  privacy  protection,  and  inclusion  of 
telemedical  transactions  in  official  medical  records.  Each  of  these  issues  should  be  worked  out 
with  the  support  and  encouragement  of  the  federal  government. 


203 
B.   Telecommunications  Infrastructure 

A  second  area  that  must  be  adequately  addressed  is  upgrading  the  quality  and  capacity 
of  the  communications  infrastructure  in  rural  areas.  Installation  of  telemedicine  equipment 
serving  rural  communities  would  be  fruitless  without  adequate  transmission  lines  and  facilities 
to  carry  the  quality  of  video  and  speed  of  transmission  required  for  many  medical  consultations. 
A  principal  goal  of  health  care  reform  is  providing  greater  access  to  health  care  for  all 
Americans.  Without  an  adequate  communications  infrastructure,  rural  America  will  lose  the 
opportunities  it  now  holds  for  using  telemedicine  to  increase  access  to  medical  care.  Therefore, 
upgrading  rural  telecommunications  transmission  facilities  is  an  important  element  in  developing 
telemedicine. 

In  this  regard  I  wish  to  address  two  proposals  which  may  help  bring  about  such  improved 
telecommunications  infrastructure. 

1.         Telecommunications  Industry  Reform 

Two  major  pieces  of  telecommunications  legislation  are  currently  before  Congress  which 
address  the  future  of  the  telecommunications  industry.  The  legislation  includes  eliminating 
restrictions  which,  in  part,  impede  the  ability  of  telemedicine  to  deliver  quality  medical  services 
where  few  exist.  Any  legislation  which  removes  restrictions  on  the  ability  to  practice  medicine 
holds  the  promise  of  also  reducing  costs.  At  the  Texas  Telemedicine  Project  we  have  three 
different  telecommunications  carriers  of  the  signals  between  our  host  and  remote  sites.  From 
a  business  and,  more  importantly,  a  quality  control  point  of  view  it  would  be  preferable  to  deal 
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with  one  telecommunications  company  in  providing  the  complete  transmission  services 
throughout  the  entire  system.  That  is  not  possible  under  current  restrictions.  It  doesn't  matter 
whether  that  company  is  Southwestern  Bell,  AT«feT,  GTE  or  some  other  company. 

To  add  an  example  to  this,  the  next  phase  of  the  Texas  Telemedicine  Project  extends 
services  via  an  electronic  net  to  and  beyond  a  more  economically  robust  community  which  will 
be  providing  their  own  financing  for  the  system.  Although  the  community  has  a  simple  and 
clear  choice  among  various  providers  of  a  complete  package  of  end-equipment,  there  is  no 
similar  choice  in  single  providers  of  end  to  end  transmission  lines  and  related  facilities.  Further, 
the  existing  telecommunications  companies  are  restricted  from  providing  related  services  into 
the  home.  As  a  consumer,  I  and  the  communities  I  work  with,  would  like  to  fi-ee  these 
companies  for  vigorous  expansion. 

2.         Providing  enhanced  teleconununication  services  to  the  home. 

The  provision  of  advanced  services  throughout  the  public  switched  network  is  important 
to  prepare  this  nation  for  the  information  age  of  the  future.  However,  a  vital  part  of  this 
upgrade  is  "the  last  mile",  that  portion  of  the  local  loop  between  the  central  switch  and 
individual  homes.  If  this  country  is  to  meet  the  promise  of  the  information  age  it  must  include 
the  provision  of  full  interactive  telecommunications  to  the  home.  The  full  use  of  telemedicine 
is  not  just  between  an  advanced  medical  facility  and  a  rural  doctor's  office.  It  can  also  offer 
enhanced  and  lower  cost  home  care  providing  both  frail  elders  and  young  mothers  with  better 
care  and  greater  access.    Congress  needs  to  adopt  policies  encouraging  the  full  deployment  of 
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an  advanced  telecommunications  infrastructure  serving  every  community,  and  every  home. 

TELEMEDICINE  AS  A  FUTURE  PRODUCT  FOR  EXPORT 

Finally,  I  would  like  to  add  that  telemedicine  not  only  increases  the  provision  of  medical 
care  in  this  country  but  also  is  increasingly  recognized  as  an  exciting  possibility  for  enhancing 
this  country's  balance  of  trade  as  a  unique  export  service  to  other  nations.  The  quality  of  this 
country's  medical  services  and  personnel  are  known  throughout  the  world.  Newspapers  are 
filled  with  stories  about  people  coming  to  this  country  to  receive  advanced  medical  care  which 
is  not  available  anywhere  else.  Early  demonstrations  of  telemedicine  in  Bosnia  and  other  areas 
have  only  opened  the  door  slightly  on  the  possibility  of  U.S.  supplied  medical  care  providing 
assistance  to  individuals  throughout  the  world.  There  are  many  opportunities  for  telemedicine 
today  in  Shanghai,  Greece,  Turkey,  Sweden,  and  in  serving  remote  industrial  and  agricultural 
sites  such  as  oil  fields. 

The  provision  of  telemedicine  services  to  foreign  nations  is  a  rapidly  growing  area  and 
one  in  which  other  countries  are  moving  ahead  at  a  faster  pace  than  the  United  States.  This  is 
especially  true  of  European  nations  who  are  speeding  ahead  of  the  U.S.  with  their  own  versions 
of  telemedicine  as  a  jointly  packaged  and  standardized  export  product.  This  is  one  more  reason 
to  push  telemedical  applications  within  the  deployment  of  an  advanced  switched  network  in  this 
country. 

I  thank  you  for  this  opportunity  to  appear  before  you  today  and  speak  about  the 
importance  of  telemedicine  for  the  health  and  economic  future  of  our  rural  America. 

(Attachment  follows:)  -- 
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TESTIMONY  OF  ROBERT  COX,  M.D. 
RURAL  MEDICAL  DIRECTOR,  UNIVERSITY  OF  KANSAS 

HAYS,  KANSAS 

before  the 

HOUSE  COMMITTEE  ON  AGRICULTURE 

WASHINGTON,  DC 

March  17,  1994 

Mr.  Chairman,  Congressman  Roberts  and  Members  of  the  Committee,  I  very  much 
appreciate  this  opportunity  to  appear  before  you  today.  My  name  is  Robert  Cox,  M.D.  I  am 
currently  Rural  Medical  Director  for  the  University  of  Kansas  and  am  located  in  Hays, 
Kansas.  I  received  my  medical  degree  from  the  University  of  FCansas  and  completed  a 
pediatric  residency  at  Children's  Mercy  Hospital  in  Kansas  City,  Missouri. 

Kansas  is  a  large,  primarily  rural  state  with  a  physician  shortage.  Whereas  the  United 
States  averages  2.37  physicians/1000  population  (1985  USDHHS),  82  of  Kansas'  105 
counties  have  less  than  1.0  physician/1000  population.  Twenty-two  counties  are  federally 
designated  Health  Personnel  Shortage  Areas.  Access  to  medical  subspecialists  is  especially 
tenuous.  For  example,  int  the  42,000  square  miles  of  the  state  lying  west  of  Reno  County 
(Hutchinson)--an  area  larger  than  Ohio,  Kentucky  or  Virginia--with  a  population  of  about 
3112,000,  there  is  one  medial  oncologist,  one  radiation  oncologist,  and  one  neurologist. 
There  are  no  neurosurgeon.  This  physician  shortage  has  negative  consequences  for  rural 
Kansas: 

--Patients  may  drive  hundreds  of  miles  to  see  a  physician.  Not  only  is  this  costly  and 
time-consuming,  it  may  also  inhibit  patient-physician  interaction,  which  in  turn  may  result 
in  suboptimal  patient  care. 

"Physicians  do  not  have  ready  access  to  collegial  support  or  subspecialty  expertise. 
This  may  contribute  to  the  ongoing  difficulties  in  recruiting  and  retaining  physicians  in 
rural  areas. 

In  order  to  address  the  problem  of  ural  access  to  medial  care,  the  State  of  Kansas  has 
funded,  since  1977,a  network  of  five  Area  Health  Education  Centers  (AHECs),  located  in 
Hays,  Garden  City,  Wichita,  Chanute  and  Kansas  City.  These  serve  all  105  counties,  and 
function  to  organize  subspecialty  outreach  clinics  (primarily  through  Kansas  University 
Medical  Center)  and  continuing  education  programs,  provide  Learning  Resource  Centers, 
and  serve  as  a  liaison  system  for  local  health  care  providers  and  patients.  However,  it  has 
become  clear  that  the  AHECs  are  unable  to  fully  address  the  problem  of  physician  access. 
Their  staff  and  funding  are  now  pushed  to  the  limit,  yet  there  are  continuing  requests  for 
more  help. 

In  the  last  two  years,  the  State  of  Kansas,  the  Northwest  Kansas  AHEC,  Hays  Medical 
Center  and  Kansas  University  Medical  Center  (KU  Medical  Center)  have  cooperated  in 
establishing  a  pilot  program  to  overcome  the  geographic  barriers  to  medial  access.  Patients 
in  the  Hays  catchment  area  are  now  being  evaluated  by  physicians  at  KU  Medical  Center 


208 

Page  2 


via  a  two-way  interactive  teievideo  system.  Hays  is  a  rural  town  of  18,000  people  lying  270 
miles  west  of  Kansas  City,  with  two  modern  hospitals  (recently  merged)  and  excellent 
primary  care  coverage.  The  telemedicine  pilot  program  has  been  superimposed  on  well 
established,  smoothly  functioning  outreach  clinics  staffed  by  KU  Medical  Center 
subspecialists  who  fly  in,  usually  for  one  day  each  month  or  quarter. 

Telemedicine  was  briefly  in  vogue  in  the  1970s,  mostly  as  a  way  of  extending  psychiatric 
and  primary  care,  and  radiologic  expertise,  to  rural  and  inner-city  areas.  The  telemedicine 
interaction  was  found  to  be  a  reasonable  substitute  for  an  on-site  patient-physician 
encounter,  in  terms  of  patient-physician  satisfaction  and  ability  to  transmit  information  and 
diagnose.  However,  exploration  of  technique  waned.  The  primary  problem  was 
transmission  cost.  Rural  outreach  depended  upon  satellite  up-links,  which  cost  many 
hundreds  of  dollars  per  hour.  This  could  only  be  justified  when  transmission  was 
underwritten  by  significant  external  funding. 

In  the  last  few  years  new  transmission  techniques  involving  fiberoptic  cable  and  digital 
compressions  technology  have  lowered  the  cost  of  transmission  on  our  system  to  $10  to  $35 
per  hour.  At  the  same  time,  teievideo  hardware  has  dropped  in  price  and  become  more  user 
friendly  for  lay  operators.  As  part  of  a  major  commitment  to  primarj  and  secondary 
education,  Kansas  is  in  the  process  of  expanding  a  statewide  digital  network  which  will 
allow  low-cost  telecommunication  transmission  between  more  and  more  communities  within 
the  state.  This  network  will  be  available  for  telemedicine,  allowing  ready  expansion  from 
the  Hays-KU  Medical  Center  pilot  to  statewide  implementation. 

A  pilot  clinic  has  been  implemented,  staffed  by  subspecialists  at  the  KU  Medical  Center 
terminus  and  by  nurses  and  primary  physicians  at  the  Hays  terminus.  To  date,  about  225 
patients  have  been  "seen"  at  the  clinic.  Subspecialty  participation  has  included:  pediatric 
cardiology,  endocrinology,  surgery,  and  neurology;  adult  neurology  (a  Parkinson's  disease 
clinic),  orthopedics,  psychiatry  and  oncology.  Currently,  these  clinics  are  held  on  an  ad  lib 
basis.   Up  to  a  dozen  patients  have  been  seen  in  one  half-day  clinic. 

Typically,  a  patient  referred  to  one  of  the  telemedicine  clinics  is  given  a  brief 
introduction  to  the  system,  makes  the  usual  preparations,  and  is  ushered  into  the 
telemedicine  exam  room  by  a  nurse  or  physician  who  is  familiar  with  the  operation  of  the 
video  controls.  In  the  room,  the  patient  is  seated  before  a  large  television  monitor.  Above 
this  is  a  television  camera,  controlled  remotely  by  the  consulting  physician  at  KU  Medical 
Center.  The  camera  is  largely  obscured  behind  a  smoked-glass  panel.  The  patient  speaks 
"face-to-face"  with  the  physician,  who  elicits  a  history  in  normal  fashion.  The  physical  exam 
is  done  using  the  Hays-based  nurse  or  physician  as  a  proxy  for  palpation.  At  the  direction 
of  the  KU  Medical  Center  specialist,  a  specially  adapted  stethoscope  which  transmits  breath 
and  cardiac  sounds  over  the  network  is  utilized.  Under  the  control  of  either  the  KU 
Medical  Center  or  Hays  physician,  the  camera  can  zoom  in  close  up  to  access  skin  changes, 
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mucositis  and  other  visual  physical  flndings.  The  camera  can  back  up  to  evaluate  gait  and 
movement  abnormalities.  A  specialized  ultrasonography  attachment  allows  a  technician  in 
Hays  to  position  a  transducer  over  a  patient's  precordium,  while  a  cardiologist  at  KU 
Medical  Center  directs  the  process  and  reads  the  exhocardiogram.  An  endoscopic 
attachment  allows  close-up  evaluation  of  the  oropharynx  and  other  body  cavities.  At  all 
times,  there  is  normal  two-way  conversation  between  the  televideo  nodes.  Using  a  graphics 
stand,  radiographs  (plane  films,  CTs,  MRIs),  EKGs,  and  lab  sheets  can  be  transmitted  with 
great  fidelity.  Moreover,  a  video  recording  can  be  made  at  either  end  of  the  system, 
including  two-way  audio. 

To  date,  both  patient  and  physician  satisfaction  with  the  system  have  been  excellent. 
Children  especially  seem  to  enjoy  being  "on  TV. "  Some  patients  are  requesting  to  be  seen 
on  the  video  system  so  they  don't  have  to  drive  to  Kansas  City  or  Wichita  to  see  a  specialist. 
An  advantage  of  the  telemedicine  format  is  that  it  is  perfectly  suited  for  recording 
interactions.  Videotapes,  obtained  with  the  permission  of  the  patient,  can  be  used  to  review 
findings,  or  compare  findings  from  one  visit  to  another,  and  can  be  used  by  the  patient  to 
review  or  reinforce  important  aspects  of  the  clinical  encounter.  An  initial  drawback  to  the 
telemedicine  format  was  that  it  was  more  time-consuming  than  an  on-site  encounter.  They 
physician  could  not  move  quickly  to  another  room  to  see  a  second  patient  while  the  nurse 
was  preparing  the  first  patient  or  while  awaiting  retrieval  of  labs  or  radiographs.  This 
problem  has  been  addressed  by  placing  the  televideo  unit  in  Hays  on  a  lazy  Susan,  which 
allows  it  to  rotate  between  two  exam  rooms.  Also,  as  more  televideo  units  are  "daisy- 
chained"  into  the  system  (see  below),  the  specialist  could  serially  interact  with  patients  at 
several  rural  sites,  allowing  patients  to  be  seen  at  on-site  clinics.  Furthermore,  we've  found 
that  efficiency  improves  as  personnel  become  more  comfortable  with  the  system. 

The  telemedicine  system  could  have  important  cost-benefit  consequences  for  rural  areas. 
For  example,  two  premature  infants  in  Hays  with  cardiac  anomalies  were  examined  and 
evaluated  by  pediatric  cardiologists  at  KU  Medical  Center,  using  the  stethoscope  and 
Echocardiogram  attachments  noted  above.  These  infants  would  otherwise  have  had  to  be 
transported  at  great  expense  to  Kansas  City,  and  the  Hays  hospital  and  medical  system 
would  have  lost  the  revenue  from  their  hospitalization. 

We  are  also  using  the  telemedicine  system  for  tumor  boards  and  for  continuing 
education  for  physicians,  nurses,  and  allied  health  professionals. 

We  are  implementing  the  telemedicine  system  in  research  setting,  in  order  to  answer 
four  important  questions  about  the  modality.  For  telemedicine  to  serve  as  a  practical 
adjunct  to  on-site  medicine,  each  of  these  questions  must  be  answered  aftYimatively: 

-Are  patients  and  physicians  satisfied  with  telemedicine? 

—Is  telemedicine  cost-effective? 

-Will  telemedicine  maintain  or  improve  the  level  of  medical  care  in  the  rural 


210 
Page  4 


community? 

Studies  to  answer  these  questions  are  underway  or  planned.  We  believe  that  enough 
data  has  been  collected  to  begin  program  expansion.  We  plan  to  establish  several  other 
telemedicine  clinics,  at  sites  other  than  the  Hays  AHEC,  in  the  next  two  years.  The  initial 
expansion  will  be  a  link  to  Hays  Medical  Center  (St.  Anthony's  campus),  and  to  Grisell 
Memorial  Hospital  in  Ransom.  Participants  at  each  site  (node)  will  be  able  to  come  on  line 
at  the  same  time,  or  can  interact  selectively  with  one  or  more  nodes.  Should  the  modality 
prove  to  be  satisfactory,  reliable,  cost-efTective  and  consequential,  we  envision  a  statewide 
network  of  interactive  telemedicine  nodes  within  the  next  ten  years.  These  could  be  staffed 
by  university  or  private  specialists,  and  would  provide  rural  Kansans  with  easy,  nearly 
universal  access  to  subspecialty  expertise.  Such  a  network  would  also  help  to  overcome  the 
sense  of  isolation  experienced  by  many  rural  physicians. 

For  your  information,  I  am  also  attaching  information  providing  direct-cost  data 
collected  from  a  cost-benefit  case  series  study. 

Thank  you  again  for  the  opportunity  to  appear  before  you  today.  I  will  welcome  any 
questions  you  might  have  for  me. 
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Chairman  de  la  Garza  and  Committee  Members: 

Good  afternoon,  and  Aloha  from  Hawaii.  My  name  is  Teena  Rasmussen.  My  husband 
and  I  own  Paradise  Flower  Farms,  Inc.,  and  employ  17  fuU-time  people  on  the  island  of  Maui. 
We  are  producers  of  fresh  cut  flowers  as  well  as  lei  flowers. 

Today,  I  am  testifying  on  behalf  of  the  National  Federation  of  Independent  Business 
(NFIB).  NFBB  is  the  nation's  largest  small  business  advocacy  organization,  representing  more 
than  600,000  small  business  owners  in  all  fifty  states.  The  typical  NFIB  member  has  five 
employees  and  reports  gross  sales  of  around  $250,000  a  year.  NFIB  sets  its  legislative  positions 
and  priorities  based  upon  regular  surveys  of  its  membership. 

I  want  to  thank  you,  Mr.  Chairman,  for  inviting  NFIB  to  testify  before  this  committee. 
Since  1986,  NFIB  members  have  identified  the  cost  of  health  insurance  as  their  number  one 
problem.  As  a  result,  health  care  reform  is  the  top  legislative  priority  of  NFIB.  Before 
discussing  this  issue  further,  I  would  like  to  share  with  members  of  the  committee  the  strong  link 
between  NFEB,  small  business,  and  agriculture,  and  the  link  between  agriculture  and  health  care 
reform: 

*  Over  one-third  of  NFIB  members  are  located  in  rural  areas.    If  they  are  not  directly 

involved  in  the  farm  economy,  almost  all  of  them  are  in  some  manner  dependent  upon 
it  for  their  livelihood. 
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*  A  1992  NFIB  Foundation  study  found  that  NFIB's  members  in  the  agricultural  industry 
segment  raiiked  the  cost  of  health  insurance  as  their  number  one  problem. 

*  NFIB  has  more  than  10,000  members  who  own/operate  farms,  both  crop  and  livestock. 

*  These  members  employ  approximately  50,000  j)eople  in  their  businesses. 

*  Average  gross  annual  sales  for  NFIB  members  in  agricultural  production  is  approximately 
$370,000. 

*  In  my  state  of  Hawaii,  out  of  4188  NFIB  members,  63  own/operate  farms.  They  employ 
over  500  people  and  have  average'  gross  sales  of  over  $400,000. 

*  Figures  from  the  1988  Small  Business  Data  Base  (included  in  The  State  Of  Small 
Business,  1992)  indicate  that  at  least  75%  of  agricultural  production  (both  crop  and 
livestock)  is  done  by  small  farms.  In  addition,  90%  of  businesses  involved  in  agricultural 
services  (fertilization,  plowing,  crop  spraying,  machine  harvesting,  animal  care,  etc.)  are 
small  firms. 

Mr.  Chairman,  I  want  to  commend  you  for  holding  this  hearing.  As  you  consider  the 
impact  of  health  care  reform  on  small  business  and  the  agricultural  sector  of  our  economy,  my 
home  state  of  Hawaii  provides  many  lessons.  I  do  not  come  here  today  as  an  expert  on  the 
Clinton  health  plan  or  the  employer  mandate  in  that  plan.  I  am  not  here  to  discuss  various 
theories  regarding  the  impact  of  a  health  insurance  employer  mandate  on  small  business  and  the 
economy.  I  am  here  to  tell  you  a  real  world  story  about  my  small  business  and  about  how 
employer  mandated  health  insurance  has  affected  my  company,  my  employees,  and  business  in 
my  state.  It  is  story  I  believe  the  committee  will  find  instructive  as  Congress  moves  ahead  on 
this  important  national  debate  about  health  care. 
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No  issue  Congress  will  consider  for  years  to  come  will  have  a  greater  impact  on  Main 
Street  small  businesses  and  the  people  they  employ  than  the  health  insurance  employer  mandate. 
No  issue  has  a  greater  capacity  to  challenge  and  possibly  reverse  what  NFIB  sees  as  the 
emerging  consensus  in  Washington  and  around  the  country  than  health  care  reform  in  America, 
and  how  small  business  should  be  treated  in  that  reform  effort 

As  I  said,  I  am  here  today  to  speak  to  you  about  what  it  is  like  doing  business  in  Hawaii 
with  respect  to  our  employer  mandated  Prepaid  Health  Care  Act  (PHCA).  First,  I  would  like  to 
give  you  a  brief  overview  of  the  conditions  in  which  my  company  operates. 

In  my  opinion,  the  United  States  government  made  a  conscious  decision  in  recent  years 
to  give  away  our  U.S.  horticultiu"e  industry  to  South  America  and  Mexico.  Since  that  time  the 
economic  picture  has  been  bleak  for  our  industry.  Even  in  Hawaii,  out  in  the  middle  of  the 
Pacific,  thousands  of  pounds  of  South  American  and  Mexican  flowers  are  shipped  in  each  week. 
No  duty  is  charged  whatsoever  to  South  American  growers,  and  very  little  is  charged  to  Mexico. 
And  yet,  I,  as  an  American  grower,  am  asked  to  pay  a  multitude  of  mandated  benefits  to  my 
employees  and  am  still  supposed  to  compete  in  this  so  called  "free  world  market."  My  point  here 
is,  that  many  of  you  will  think  that  if  an  employer  mandate  for  health  care  is  passed,  that 
businesses  can  just  raise  their  prices  a  little  and  pass  the  cost  along.  I  want  you  to  understand 
that  in  our  industry  and  many  others  in  the  U.S.,  we  cannot  raise  prices.  If  we  did,  we  would 
risk  losing  our  entire  market,  and  would  rapidly  be  closing  our  doors. 

The  foundation  of  the  Prepaid  Health  Care  Act  is  mandated  employer-provided  health 
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insurance.  Employers  must  provide  coverage  for  employees  working  over  20  hours,  and  must 
provide  a  package  that  gives  benefits  equaling  or  exceeding  the  state-defined  benefits  package. 
Employees  are  allowed  to  contribute  to  benefit  costs  only  up  to  1.5%  of  their  monthly  salary. 
At  present,  because  of  the  law,  Hawaiian  businesses  already  pay  for  their  employee's  health  care. 
You  will  find  that  most  businesses  in  Hawaii,  mine  included,  want  to  be  able  to  cover  their 
employees'  health  care,  and  would  probably  preserve  coverage  even  if  we  did  not  have  the 
mandate.  In  fact,  during  1982,  <vhen  Hawaii's  law  was  set  aside  while  being  challenged  in  court, 
NFEB  could  find  no  employers  that  dropped  the  health  coverage  for  their  employees.  But  I  must 
say,  that  after  17  years  of  providing  health  care  for  my  employees,  the  system  in  Hawaii  is 
breaking  down  and  getting  out  of  control. 

When  we  first  opened  our  doors,  we  provided  our  employees  and  our  own  family  the  best 
medical  plan  available.  We  paid  for  100%  of  premiums  and  also  offered  the  plan  to  spouses  who 
were  not  covered  elsewhere.  We  went  beyond  what  the  law  required.  Year  by  year,  each  time 
the  Hawaii  state  legislature  met,  a  new  group  of  providers  that  wanted  in  on  the  potential  health 
care  windfall  appeared.  First  they  added  substance  abuse  and  allowed  psychologists  to  be 
providers.  We  started  seeing  double  digit  increases  in  our  health  care  premiums  each  year.  We 
had  to  counter  this  with  cutting  our  budget  in  many  areas.  For  instance,  we  would  hold  off 
purchasing  new  equipment  or  would  slow  down  any  expansion  plans  we  might  have. 

Next,  the  Hawaii  state  legislature  decided  that  everyone  in  Hawaii  had  the  right  to  in-vitro 
fertilization.  Again,  we  saw  double  digit  increases  in  medical  premium  costs.  At  this  point  we 
were  faced  with  a  more  difficult  situation  ~  we  had  to  hold  wages  at  the  same  level  for  2  1/2 
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years  and  could  no  longer  afford  to  cover  spKJUses'  health  premiums. 

In  recent  years,  the  story  is  the  same.  Every  year  we  see  double  digit  increases  in  health 
premiums,  wages  only  rising  2  or  3  %  (if  at  Jill),  and  dwindling  profits.  For  5  years  we  have 
had  plans  to  start  a  retirement  fund  for  our  employees,  and  each  year  mandated  benefits  of  some 
kind  or  another  have  made  us  cancel  those  plans.  This  past  year,  we  did  the  only  thing  that  was 
left  to  us,  we  lowered  our  insurance  plan  to  the  minimum  that  the  state  allows.  So  now,  rather 
than  offering  the  best  health  care  coverage,  we  offer  the  bare  minimum.  This  is  upsetting  to  me 
as  an  employer  and  hurts  the  morale  of  my  employees.  Believe  me,  if  we  had  another  choice 
we  would  not  have  done  this,  because  this  affected  our  own  family's  health  insurance  as  well, 
since  we  are  employees  of  our  corporation. 

In  thinking  they  were  doing  employees  a  favor  by  increasing  state  mandates,  the  State  of 
Hawaii  only  caused  worse  hardship  for  workers.  Their  wages  rose  at  slower  rates,  and  they 
ultimately  received  less  health  care  than  they  previously  had.  We  are  at  a  point  in  our  business 
that  we  will  do  anything  to  avoid  hiring  one  more  person  —  not  for  lack  of  need,  but  because  we 
cannot  afford  them. 

In  addition,  despite  claims  of  universal  coverage,  current  statistics  show  that  up  to  11% 
of  Hawaiians  are  still  without  health  insurance.  To  cover  this  gap,  the  Hawaiian  legislature 
enacted  the  State  Health  Insurance  Program  of  Hawaii  (SHIP),  which  was  designed  to  cover  those 
ineligible  for  both  private  health  insurance  and  the  government  programs  of  Medicare  and 
Medicaid.    Since  that  program  was  implemented  in  1989,  it  too  has  failed  to  close  the  gap  of 
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uninsured  Hawaiian  residents.  That  number  remains  at  3-7%,  but  many  experts  estimate  that  the 
numbers  may  be  higher.  Even  though  it  has  not  significantly  expanded  coverage,  SHIP  still  costs 
an  additional  $10  million  a  year. 

Hawaii's  health  director.  Dr.  John  Lewin,  has  claimed  that  Hawaii's  plan  is  the  best  and 
that  employers  like  it  What  he  does  not  say  is  that  the  state  of  Hawaii  operates  under  a  different 
set  of  rules  for  their  employees.  They  exempted  themselves  from  the  law.  They  can  charge  their 
employees  up  to  40%  of  premiums,  and  they  have  the  ability  to  hire  and  fire  employees  every 
30  days  to  avoid  paying  any  medical  premiums  at  all.  When  asked  why,  they  say  if  they  had 
to  cover  all  of  these  people,  it  would  be  an  undue  burden  to  the  state  budget. 

Some  will  say  Hawaii's  health  care  system  is  a  model  for  the  nation.  There  are  many 
reasons  why  Hawaii's  health  care  plan  should  not  be  considered  in  this  manner. 

*  80%  of  Hawaiians  are  covered  under  two  main  insurers.  Kaiser  Permanente  and  Blue 
Cross/Blue  Shield,  which  made  the  PHCA  easy  to  install  and  to  regulate. 

*  95%  of  physicians  in  Hawaii  work  for  one  of  the  two  insurers  and  are  thus  accustomed 
and  subject  to  managed  care  and  imposed  fee  schedules. 

*  The  plan  does  not  cover  dependents  or  unemployed  persons. 

*  The  relatively  high  level  of  insurance  coverage  in  Hawaii  is  not  because  of  the  PHCA. 
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Even  before  its  enactment  in  1974,  employers  had  an  excellent  record  of  coverage,  a 
practice  started  by  the  sugar  and  pineapple  plantation  owners  decades  ago.  In  fact,  90% 
of  Hawaiian  residents  were  covered  prior  to  enactment  of  the  PHCA. 

*  Hawaii's  plan  has  not  slowed  cost  increases  or  per  capita  spending.  Health  care  costs  in 
Hawaii  have  skyrocketed,  paralleling  those  of  the  rest  of  the  country.  Between  1980- 
1990,  total  health  care  spending  in  that  state  rose  191%  (compared  to  the  national  average 
of  163%).   1990  per  capital  health  care  costs  in  Hawaii  were  above  the  national  average. 

*  The  employee  contribution  ratio  of  only  up  to  1.5%  of  salary  has  not  changed  since  1974, 
despite  the  skyrocketing  costs  of  premiums.  The  small  employer  is  shouldering  the 
burden  of  increasing  costs  for  health  coverage. 

*  Hawaii's  medical  industry  is  much  more  adaptable  to  this  type  of  system  than  the  rest  of 
the  country:  the  two  main  insurers  already  utilize  community  rating  in  their  plans.  This 
structure  vvdll  not  easily  adapt  to  systems  in  other  states  with  multiple  insurers. 

*  Hawaii's  PHCA  has  not  been  without  sacrifice.  According  to  a  1993  Kaiser  Foundation 
study: 

4  in  10  employers  had  to  reduce  their  number  of  employees; 

1  in  10  employers  hired  part-time  workers  instead  of  full-time  to  avoid  paying 

their  health  insurance; 

55%  restricted  wage  increases; 
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33%  reduced  other  employee  benefits; 

6  in  10  raised  prices  as  a  result  of  the  mandate; 

1  in  5  knew  of  firms  that  failed  because  of  the  mandate. 

I  implore  you  to  look  at  what  mandates  do  to  small  business  and,  more  importantly,  to 
the  people  they  employ.  I  am  against  government  mandates.  A  business  knows  much  more 
about  what, it  should  and  can  offer  to  employees.  Business  should  have  the  ability  to  have 
"cafeteria  style"  choices  in  offering  health  care  and  other  benefits.  Market  forces  can  change 
over  night,  government  laws  can  stay  on  the  books  forever. 

I  would  like  to  caution  you  in  one  more  area.  As  has  happened  in  Hawaii,  you  will  have 
incredible  pressure  to  allow  chiropractors,  psychologists,  herbal  healers,  etc.  to  be  providers  of 
health  care.  Whatever  plan  that  is  devised,  it  must  be  the  most  basic  of  plans.  From  that, 
individuals  and  businesses  can  decide  what  to  add  as  they  can  afford  it.  This  is  the  only  way  that 
universal  health  care  will  be  achieved.  Otherwise,  the  system  wUl  be  bankrupt  before  it  gets 
started. 

Ladies  and  gendemen,  the  days  of  the  government  throwing  every  kind  of  cost  imaginable 
to  business  is  over.  American  businesses  just  don't  have  anymore  to  give.  We  are  losing  out 
daily  to  foreign  competition.  We  have  cut  our  budgets  to  a  bare  minimum.  The  only  place  left 
to  cut  is  wages  and  jobs.   I  don't  like  that  alternative. 

I,  as  a  Hawaiian  small  business  owner  on  behalf  of  NFIB,  ask  the  Congress  to  pass  health 
care  reform  without  an  employer  mandate. 

Thank  you  for  your  attention  to  this  most  difficult  issue. 


81  -980  O  -  94  -  8 
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I  appreciate  this  opportunity  to  testify  today  on  behalf  of 
the  National  Council  of  Agricultural  Employers  (NCAE)  and  the  Farm 
Health  Care  Alliance  (FHCA) .  My  name  is  Sharon  Hughes.  I  am  the 
Executive  Vice  President  of  NCAE  and  Secretary/Treasurer  of  FHCA. 
Based  in  Washington,  D.C,  NCAE  is  the  only  national  association 
representing  growers  and  agricultural  organizations  exclusively  on 
farm  labor  issues.  Nationwide,  the  Council  represents  agricultural 
employers  who  hire  about  75  percent  of  the  farm  work  force.  FHCA 
is  a  coalition  of  agricultural  associations  across  the  country 
concerned  with  the  health  care  issue. 

The  United  States  farming  industry  has  a  large  stake  in  the 
health  care  reform  debate  and  wishes  to  play  a  responsible  and 
constructive  role  in  helping  shape  this  issue.  Our  producers  are 
deeply  concerned  about  the  cost  and  availability  of  health 
insurance.  As  a  low  profit  margin,  often  labor  intensive  industry, 
we  have  been  affected  more  than  most  employers  by  escalating 
insurance  costs.  Many  of  our  producers  have  had  to  shave  margins 
to  maintain  insurance  programs,  while  others  have  had  to  postpone 
implementing  insurance  programs  -  or  worse  -  cancel  them  because  of 
spiralling  costs  and  in  some  cases  the  unwillingness  of  the 
insurance  industry  to  underwrite  medical  coverage  for  farmworkers. 
We  believe  that  federal  action  is  needed  to  address  these  problems, 
but  do  not  believe  that  President  Clinton's  Health  Security  Act  is 
the  answer. 

We  do  believe  that  equitable  reform  should  include  universal 
access  to  health  insurance  through  insurance  reform.  This  reform 
should  include  "guaranteed  issue"  of  insurance,  "portability"  of 
coverage,  and  federal  assistance  on  medical  premiums  for  low  wage 
employees  and  the  unemployed.  Surveys  have  shown  that  Americans 
are  satisfied  with  their  current  insurance  coverage,  they  are 
simply  afraid  of  losing  that  coverage.  Also,  Congress  should 
reduce  the  practice  of  defensive  medicine  through  malpractice 
reform  including  binding  arbitration,  limits  on  awards,  and  other 
measures.  The  growth  of  managed  care  systems  should  be  encouraged 
along  with  other  cost  control  mechanisms. 

The  federal  government  should  encourage  individual  and 
employer  efforts  to  buy  or  provide  medical  insurance.  For 
individuals,  this  should  include  full  deductibility  of  reasonable 
premiums  and  the  ability  to  fund  medical  IRA's  for  long  term  care. 
For  employers,  it  should  include  maintaining  and  expanding  the 
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ability  to  self-insure;  maintaining  and  expanding  ERISA  preemptions 
from  State  mandates;  and  no  imposition  of  new  fees  or  taxes  on 
self-funded  plans. 

Increased  competition  should  be  supported  in  the  form  of 
voluntary  purchasing  alliances  to  help  smaller  employers  and 
individuals  achieve  better  purchasing  efficiencies.  Congress 
should  reject  the  establishment  of  large  government-run 
bureaucracies  to  control  the  purchasing  of  health  insurance. 
Flexibility  is  key  to  devising  systems  appropriate  to  rural 
America.  Many  farmers  obtain  their  insurance  coverage  through 
association  health  plans  provided  by  NCAE  and  FHCA  members. 
Western  Growers  will  be  submitting  testimony  to  this  Committee  on 
the  importance  of  maintaining  these  types  of  plans  in  rural 
communities  where  self-funding  is  a  critical  component  because  of 
the  reluctance  of  the  insurance  industry  to  cover  seasonal 
agricultural  workers.  The  Clinton  plan  would  eliminate  them.  It 
has  been  shown  in  Florida  that  voluntary  purchasing  alliances  work. 
The  new  regional  Community  Health  Purchasing  Alliances  in  that 
State  have  been  able  to  reduce  premiums  on  plans  that  have  lower 
deductibles  and  better  coverage  than  previous  employer  plans. 
These  voluntary  alliances  are  expanding  access  by  making  health 
insurance  available  and  affordable  to  businesses. 

NCAE's  and  FHCA's  primary  concern,  however,  is  with  the 
employer  mandates  in  several  of  the  health  care  reform  bills  before 
Congress.  We  strongly  urge  Congress  to  reject  the  concept  of 
employer  mandates  which  would  lead  to  job  loss  and  a  reduction  in 
international  competitiveness.  A  recently  released  study  by 
William  M.  Mercer,  Inc.,  the  world's  largest  human  resources  and 
health  care  consulting  company,  and  the  California  Workers' 
Compensation  Institute,  a  nonprofit  organization  providing  research 
and  education  services  to  the  workers'  compensation  community, 
shows  that  in  California  alone  agricultural  employers  will  see  a 
225  percent  increase  in  health  insurance  costs  with  a  mandate. 
That  translates  to  an  increase  from  $0.4  billion  to  $1.3  billion  in 
California.  As  noted  above,  these  costs  cannot  be  passed  on  to 
consumers  because  farmers  rarely  get  the  opportunity  to  set  their 
own  prices  on  commodities  —  they  take  what  the  market  offers. 
Forty-seven  percent  of  California  growers  already  provide  insurance 
for  their  workers.  The  impact  in  other  states  where  growers  do  not 
typically  provide  insurance,  especially  for  seasonal  workers,  will 
be  worse.  These  increases  in  an  industry  with  low-wage  workers  can 
only  result  in  lost  jobs  through  cut-backs,  mechanization  or  farms 
going  out  of  business. 

The  Clinton  plan  provides  for  the  full  funding  of  the  Migrant 
Health  Centers  which  give  free  medical  care  to  migrant  and  seasonal 
workers.  If  these  workers  are  being  covered  by  the  federal 
government,  why,  again,  should  agricultural  employers  be  mandated 
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to  provide  health  insurance? 

We  realize  that  the  President's  plan  calls  for  a  cap  on 
employer  premiums.  For  one  of  our  larger  growers,  this  cap  would 
mean  that  a  mandate  would  only  cost  7.9  percent  instead  of  11 
percent  of  his  payroll.  The  balance  will  be  subsidized  by  the 
federal  government.  But,  where  is  that  money  going  to  come  from? 
We  predict  that  as  the  true  cost  of  this  proposal  becomes  evident, 
the  funds  for  the  subsidy  will  come  from  higher  taxes,  increases  in 
the  payroll  limits,  or  additional  price  controls  which  may  result 
in  a  deterioration  of  medical  care. 

In  conclusion,  NCAE  and  FHCA  believe  that  reforms  that  achieve 
guaranteed  universal  access  and  provide  assistance  to  low  wage 
employees  and  the  unemployed  as  outlined  above  will  go  a  long  way 
towards  solving  the  nation's  health  care  needs.  Those  who  are  able 
but  unwilling  to  purchase  health  insurance  are  doing  so  by  their 
own  choice.  Flexibility  needs  to  be  maintained  in  the  system, 
especially  in  rural  communities.  Self-insurance  plans  should  not 
be  discouraged.  Voluntary  multiple  health  alliances  are  vital  for 
competition.  And,  employer  mandates  will  only  serve  to  further 
erode  the  agricultural  economy.  Employer  mandates  do  not  achieve 
universal  coverage.   They  reduce  wages  and  eliminate  jobs. 
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SUMMARY 

The  health  care  needs  of  rural  America  remain  both  unique  and  substantial.  Though 
attempts  to  respond  to  these  needs  have  been  many,  few  have  succeeded.  Now,  the 
rural  telephone  (local  exchange  carrier  or  LEG)  industry  seems  finally  to  have  provided 
a  response  that  is  working.  Utilizing  the  Rural  Electrification  Administration's  (REA) 
financing  and  development  programs,  the  rural  LEG  industry  is  securing  rural  health  care 
access  via  enhanced  telecommunications  infrastructure. 

And  the  industry  is  providing  leadership  on  the  rural  health  care  access  issue  in  other 
ways  as  well.  Through  the  National  Telephone  Cooperative  Association's  group  health 
plan  (GHP),  thousands  of  the  industry's  rural  employees  enjoy  superior  health  care 
benefits.  This  industry's  leadership  will  be  ongoing  so  long  as  federal  policy  continues 
to  recognize  its  role  and  that  of  its  GHP  and  REA  partners,  in  successful  rural  economic 
and  community  development. 


INTRODUCTION 

It  is  a  pleasure  to  have  this  opportunity  to  discuss  the  current  health  care  access  needs 
of  rural  America.  In  light  of  all  that  is  occurring  on  the  rural  health  care  front,  this 
discussion  is  urgently  needed.  I  am  Shirley  Bloomfield,  and  I  am  the  vice  president  for 
government  affairs  for  the  NTGA.  NTGA  is  a  national  trade  association  representing 
nearly  500  small,  rural  cooperative  and  commercial  telephone  systems.  These  locally 
owned  and  operated  local  LEGs  are  situated  throughout  the  nation. 

NTCA's  members,  like  most  the  country's  Independent  LEGs,  evolved  to  serve  the  high 
cost  rural  areas  of  the  nation.  And  there  can  be  no  doubt  regarding  the  cost  of  providing 
telecommunications  services  to  rural  America.  These  areas  account  for  40  percent  of  the 
nation's  geographic  area.  Yet  the  subscribers  therein  account  for  only  4.3  percent  of  the 
nation's  total  number  of  telephone  subscribers. 


National  Telephone  Cooperative  Association.  2626  Pennsylvania  Avenue.  N.W..  Washington.  D.C.  20037-1695  Tel  202/298-2300  FAX  202/298-2320 


224 


NTCA/Bloomfleld  Statement 
Rural  Health  Care  Access 
Page  2 

NTCA's  members  recognized  early  on  that  for  their  operations  to  remain  viable,  it  would 
be  necessary  for  their  entire  community  to  remain  as  economically  robust  as  possible. 
Subsequently  they  have  taken  the  appropriate  steps  to  ensure  this  is  the  case.  Most  of 
these  systems  routinely  engage  in  some  form  of  economic  or  community  development. 


THE  PROBLEM 

NTCA's  members  understarid  that  community  and  economic  development  initiatives  are 
multifaceted,  yet  that  there  are  a  few  crucial  concepts  that  are  absolutely  essential  to  the 
economic  vitality  of  rural  communities.  Access  to  health  care  is  probably  the  most 
pronounced  of  these.  Without  adequate  health  care  access,  communities  will  often 
flounder.  If  a  community  is  unable  to  meet  essential  human  needs,  often  little  else 
matters.  The  community  will  be  branded  as  unattractive  to  both  current  and  potentially 
new  businesses  and  residents. 

The  lack  of  a  local  health  care  presence  in  a  rural  community  can  also  substantially 
impact  the  local  economy  more  directly.  With  no  health  care  provider  in  a  community, 
in  all  likelihood  few  if  any  health  care  dollars  will  be  spent  in  the  community.  In  rural 
communities  where  every  dollar  is  critical  to  the  local  economy,  the  loss  of  such  revenue 
Is  not  acceptable. 

The  issue  of  adequate  rural  health  care  access  absolutely  cannot  be  taken  for  granted. 
Would  any  of  you  on  this  panel  feel  comfortable  moving  your  family  to  an  area  where  the 
nearest  health  care  professional  might  be  20,  30,  or  even  40  miles  away.  Don't  be 
embarrassed  by  your  answer  -  few  of  us  would.  Regardless  of  a  rural  community's 
beauty,  lack  of  crime,  or  low  cost  of  living,  few  are  willing  to  forego  health  care  access. 
Because  without  your  health  little  else  matters. 

Why  does  this  problem  exist  -  this  lack  of  rural  health  care  access?  There  are  many 
reasons,  but  the  most  prominent  is  the  fact  that  the  specialization  of  the  health  care 
industry  today  does  not  lend  itself  to  flourishing  in  our  less  profitable  rural  centers.  During 
the  last  two  decades.  Congress,  states  and  even  local  communities  themselves  have 
made  numerous  attempts  to  address  the  rural  health  care  crisis.  Medicare 
reimbursement  tactics  have  largely  failed.  College  tuition  repayment  programs  have 
largely  failed.  And  even  community  incentive  programs  have  largely  failed. 

THE  TELECOMMUNICATIONS  RESPONSE 

But  as  I  mentioned  earlier,  advanced  telecommunications  Infrastructure  and  capabilities 
appear  to  be  responding  to  rural  America's  cry  for  help.  In  Just  the  past  two  or  three 
years,  rural  LECs  and  health  care  entities  have  been  filling  the  njral  health  care  access 
vacuum  at  an  astonishing  pace.   Through  the  use  of  telecommunications  health  links 
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(tele-heatth  links)  rural  communities  are  overcoming  their  isolation.  The  benefits  of  this 
technology  are  many-fold.  Tele-health  links  connect  rural  health  professionals  with  other 
health  care  professionals  around  the  nation.  Such  linkages  are  ensuring  the  ability  of 
rural  communities  to  both  retain  existing,  and  recruit  new,  health  care  professionals. 

In  the  case  of  at  least  one  NTCA  mbmber,  similar  telecommunications  education  links 
(tele-ed  links)  are  producing  new  health  care  professionals  right  in  the  rural  community. 
The  tele-ed  link  sponsored  by  NTCA  member  h^id-Rivers  Telephone  Cooperative  of  Circle 
Montana  just  recently  graduated  its  first  class  of  nurses  which  may  be  the  first  such  feat 
in  the  nation.  Of  course,  tele-health  links  can  also  successfully  be  used  to  enhance  the 
level  of  health  services  available  in  small  rural  communities.  Gone  are  the  days  when  an 
ailing  rural  resident  has  to  be  transported  dozens  or  even  hundreds  of  miles  for 
diagnostic  purposes. 

THE  TECHNOLOGY  SPECIFICS 

Interestingly,  there  are  many  media  and  means  associated  with  today's  tele-health  links. 
Niost  employ  telephone  infrastructure  to  one  degree  or  another.  The  media  refers  to 
voice,  video  or  computer  technologies  while  the  means  refers  to  the  method  of 
transmitting  one  or  all  of  those  technologies.  Means  would  include  telephone  lines, 
whether  copper  or  fiber,  microwave  systems,  and  satellite  systems.  And  media  sub- 
applications  can  range  from  the  most  simplistic  such  as  teleconferencing  or  facsimile,  to 
audiographics  ~  a  combination  of  voice  and  sketches,  to  video.  Video  also  consists  of 
many  grades  including  the  most  talked  about,  two-way  interactive,  to  one  way  interactive 
to  compressed  which  may  have  slightly  less  resiliency,  to  slow-scan  or  still-picture  video. 
All  have  their  place  in  tele-health  links,  depending  on  the  circumstances  and  needs  of  a 
particular  community. 


THE  COST  FACTOR 

As  exciting  as  this  technology  is  and  despite  its  potential,  one  major  factor  consistently 
continues  to  hinder  its  installation  ~  cost.  The  cost  dilemma  is  really  in  fact  two-fold. 
First,  there  is  the  cost  associated  with  the  installation  of  transmission  facilities  and 
equipment,  the  portion  of  the  tele-health  link  the  telecommunications  provider  is 
responsible  for.  Second,  there  is  the  cost  of  the  end-user  equipment,  such  as  video 
monitors,  and  the  end-users  use  of  the  transmission  facilities. 

In  terms  of  the  rural  LEG  industry  side  of  the  equation  we  are  fortunate  to  have  the  REA's 
telephone  loan  program  in  place  to  help  finance  transmission  equipment  and  facility  costs. 
Congress  recognized  the  future  telecommunications  needs  of  rural  America  when  creating 
the  program  in  1949,  when  it  charged  the  program  with  the  responsibility  for  the  making 
of  low  interest  loans  to  both  "...furnish  and  improve..."  rural  telephone  service.  And  tt  has 
been  doing  so  with  distinction,  never  having  register  a  loss  due  to  default  or  abuse. 
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In  1993,  Congress  reiterated  its  support  for  the  REA  telephone  loan  program  when  it 
enacted  Public  Law  103-129,  The  Rural  Electrification  Loan  Restructuring  Act  (RELRA)  of 
1993.  The  initiative  completely  restructured  the  program,  reducing  its  already  minimal 
annual  subsidy  cost  from  $44  million  to  less  than  $13  million.  At  the  same  time  the 
initiative  strengthened  the  program  for  the  challenges  ahead.  The  very  kind  of  challenges 
we  are  discussing  today. 

Unfortunately  the  administration's  proposed  FY  1995  budget  displays  a  complete  lack  of 
appreciation  for  these  responsibilities  and  these  capabilities.  The  administration's 
proposed  budget  calls  for  the  elimination  of  REA's  hardship  (5%)  loan  fund.  The  very 
fund  that  LECs  most  in  need  would  rely  upon.  The  proposal  would  also  increase  the  RTB 
fund's  interest  rate  while  decreasing  its  loan  level  by  $25  million.  Concurrently  the 
proposal  would  cut  the  REA  guaranteed  fund  authorization  by  $2  million.  Though  it  would 
increase  the  new  Treasury  fund's  authorization  by  $36  million,  the  total  Pr'  1995  loan 
authorization  is  $90  million  less  than  was  provided  in  FY  1994.  The  proposal  also  falls 
about  $12  million  short  of  the  authorizations  mandated  by  the  RELRA. 

Elsewhere  in  the  administration's  proposed  budget  are  requests  to  increase  funding  for 
new  programs  that  will  study  the  benefits  of  enhanced  telecommunications  Infrastructure. 
We  can't  imagine  Congress  would  go  along  with  such  a  request  considering  the  rural 
LEG  industry  and  the  REA  have  already  been  doing  the  job.  It  requires  no  further  study. 

The  administration  also  proposes  to  cut  funding  for  REA's  economic  development 
programs  while  requesting  increased  funding  for  non-REA  economic  development 
programs.  It  is  astonishing  to  witness  such  grave  inconsistencies  emerge  from  the  very 
entity  thaf  s  been  all  consumed  by  the  concept  of  an  information  superhighway. 

Congress  established  REA's  Distance  Learning  and  Medical  Link  Grant  program  in  1990 
to  respond  to  the  financing  needs  of  end-users  of  tele-health  links.  Though  another  two 
years  passed  before  it  was  funded,  once  it  was,  the  program  was  an  instant  hit  with  the 
nation's  rural  health  care  providers  and  educators.  Previous  to  its  establishment  there 
were  virtually  no  known  sources  of  federal,  state,  local,  or  private  capital  to  assist  in 
funding  the  end-user  side  of  tele-health  and  tele-ed  links.  Although  local  telephone 
service  providers  in  many  cases  wanted  to  simply  cover  such  costs,  strict  regulatory 
controls,  in  place  for  consumer  protection,  generally  prohibit  such  goodwill. 

Unfortunately,  neither  Congress  nor  the  administration  have  chosen  to  fully  fund  the 
program  however.  For  the  period  of  fiscal  year  (FY)  1991  through  FY  1995,  the 
program's  authorization  totals  $245  million.  Yet,  to  date,  only  a  pitiful  $20  million  has 
been  appropriated.  And  the  administration  is  requesting  a  paltry  additional  $5  million  for 
FY  1995,  despite  the  fact  that  $60  million  is  authorized  for  that  fiscal  year. 
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GOVERNMENT  COMPETITION  THREAT 

Inconsistencies  such  as  these  not  only  do  no  one  any  good,  they  are  in  fact  damaging. 
On  the  one  hand,  Congress  and  the  administration  are  making  extraordinary  demands 
of  the  rural  LEG  industry,  and  supposedly  providing  programs  to  assist  in  meeting  these 
demands.  But  on  the  other  hand  they  refuse  to  fund  the  programs  then  criticize  the 
industry's  inaction  and  threaten  to  provide  government  managed  telecommunications 
systems. 

Our  industry  can  no  longer  tolerate,  nor  sustain  the  damage  afforded  it  through  changing 
and  contradictory  legislative  and  regulatory  initiatives  such  as  this.  And  frankly  the 
American  taxpayers  should  not  be  expected  to  either.  Government  competition  wWn  our 
Industry  is  unnecessarily  costly  and  indeed  undermines  the  security  of  loans  already 
made  to  assist  the  rural  LEC  industry  meet  its  responsibilities.  Make  no  mistake, 
government  sponsored  telecommunications  infrastructure  competitors  have  absolutely  no 
place  in  this  nation's  telecommunications  strategic  plan. 


HEALTH  CARE  BENEFITS  LEADERSHIP 

As  I  alluded  earlier,  the  rural  LEC  industry  is  responding  to  rural  America's  health  care 
crisis  in  other  ways  as  well.  Since  1975,  NTCA  has  maintained  a  Group  Health  Program 
(GHP)  through  its  affiliate  SMC.  The  purpose  of  the  GHP  Is  of  course  to  assist  NTCA 
memtjers  in  providing  superior  health  benefits  to  their  employees.  These  benefits  include 
essential  and  medically  necessary  medical,  dental,  vision,  life  insurance,  and  both  long 
and  short  term  disability.  We  are  proud  of  the  GHP  which  has  adopted  a  variety  of 
managed  care  arrangements  to  assist  in  containing  health  care  costs,  including: 
professional  utilization  review,  contracting  with  hospital  preferred  provider  organizations, 
and  a  mail  order  prescription  program. 

Currently,  nearly  all  NTCA's  500  member  systems  participate  In  the  GHP  to  the  benefit 
of  nearly  12,000  rural  Americans  and  their  families.  NTCA  has  addressed  the  access 
concerns  of  its  exclusively  rural  membership  whose  access  to  affordable  health  care  is 
limited  by  the  setting  in  which  they  live.  Admittedly,  we  have  not  been  able  to  confront 
all  the  problems.  But  our  members  strongly  feel  that  a  healthy  work  force  is  a  productive 
work  force  and  take  great  pride  In  their  ability  to  offer  a  health  benefit  package  to  their 
employees,  retirees,  and  their  dependents.  This  fact  cannot  be  overestimated. 

Health  care  reform  has  received  noteworthy  attention  over  the  past  several  years.  NTCA 
commends  the  administration  and  Congress  for  offering  constructive  plans  for  solving  the 
health  care  crisis.  Unfortunately,  most  of  the  reform  proposals  that  have  been  introduced 
to  date,  lack  an  answer  to  the  health  care  dilemmas  which  most  rural  Americans 
encounter  daily.  These  include:  restrictions  on  access  to  affordable  care,  limitations  on 
the  ability  to  attract  and  keep  quality  doctors,  encountering  time  and  distance  worries  in 
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obtaining  advanced  medical  treatment,  and  of  course,  lack  of  economic  resources  in 
general.  Each  of  these  compounds  the  rural  health  problem.  NTCA,  though,  recognized 
these  obstacles  early  on  and  has  embarked  on  the  task  of  gaining  considerable  expertise 
in  rural  health  care  delivery. 

That  is  why  it  is  essential  that  any  reform  proposal  not  dismantle  initiates  like  the  ones 
NTCA  has  taken.  Steps  to  force  small  employers  into  mandatory  purchasing  pools  for 
one,  would  undoubtedly  make  care  in  rural  communities  even  more  expensive. 
Organizing  such  an  alliance  around  a  metropolitan  statistical  area  would  force  rural 
communities  to  pay  for  health  problems  associated  with  urban  living.  As  would  the 
imposition  of  erroneous  penalties  put  upon  plans  like  NTCA's  GHP  for  self-insuring.  Also, 
efforts  to  eliminate  employer  control  over  the  framework  and  administration  of  plans 
available  to  their  employees,  and  essentially  making  their  role  strictly  one  of  financing 
employees'  health  coverage,  would  put  an  end  to  other  initiatives  to  keep  employees  well 
and  working. 


CONCLUSION 

NTCA's  members  understand  the  health  care  access  issues  facing  their  rural  communities 
today,  and  are  taking  appropriate  steps  to  respond  to  this  situation  which  has  really 
reached  crisis  proportions.  They  bear  a  proud  record  of  leadership  in  this  regard,  utilizing 
REA's  financing  and  development  assistance  to  economically  meet  the  health  care  needs 
of  rural  America.  And  they  are  providing  a  leadership  example  to  other  rural  businesses 
through  the  provision  of  quality  rural  health  care  benefits  for  LEC  employees  and  families. 

So  many  times  this  nation  has  spent  too  much  time  and  money  on  programs  and 
initiatives  that  just  don't  work.  Why  not  give  your  approval  and  support  to  programs  and 
initiatives  that  are  working  -  NTCA's  GHP,  REA's  financing  and  development  programs, 
and  the  rural  LEC  industry's  leadership.  We  are  willing,  able,  and  in  fact,  already  on  the 
job.  Thank  you  for  your  time  and  consideration. 
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Mr,  Chairman  and  members  of  the  Committee,  the  American  Soybean 
Association  (ASA)  appreciates  the  opportunity  to  comment  on  one  of 
most  important  issues  facing  Congress  this  year,  health  care 
reform.  With  a  membership  of  over  29,000  soybean  farmers  who  live 
in  rural  America,  we  have  unique  needs  and  concerns  regarding  the 
direction  of  health  care  reform.  We  are  pleased  to  be  able  to 
share  some  of  them  with  you  today - 

DEDUCTIBILITY -ASA  believes  the  self-employed  should  have  100% 
deductibility  of  health  care  insurance  from  their  taxable  income, 
currently,  no  deduction  is  available.  ASA  believes  tax  fairness 
should  be  possible  for  all  businesses,  not  just  corporations. 

EMPLOYER  MANDATES ~ AS A  believes  farmers  should  retain  the  choice 
whether  or  not  to  provide  health  insurance  for  employees. 
Additional  federal  mandatoe  for  small  businesses  would  place  a 
significant  financial  burden  on  our  members,  in  fact,  many  would 
have  to  reduce  operations  and  hire  fewer  employees. 

DEDUCTIBLE  LEVEL-ASA  feels  farmers  should  be  allowed  to  maintain 
high  insurance  deductibles.  Currently,  many  farmers  have  high 
deductibles  in  order  to  minimize  insurance  premiums. 
Although  they  must  often  pay  initial  health  care  costs  out  of 
pocket,  this  system  does  allow  many  producers  to  afford  health 
insurance  that  could  not  otherwise. 

PURCHASING  POOLS -ASA  believes  farmers  should  be  permitted  to 
develop  their  own  insurance  purchasing  pools  to  maintain  health 
care  cost  savings  as  long  as  they  adhere  to  national  performance 
standards . 

LEVEL  OF  ACCESS  AND  OOALITY-ASA  believes  health  care  reform  should 
address  and  improve  the  level  of  access  and  quality  of  health  care 
in  rural  areas.  Many  of  our  members  are  isolated  with  limited 
access  to  primary  health  care  and  hospitals.  Transportation, 
availability  of  care  and  quality  of  services  in  rural  areas  should 
be  included  in  health  care  reform. 

ASA  commends  the  Chairman  and  Committee  for  bringing  the  needs  and 
concerns  of  rural  America  to  the  forefront  of  the  health  care 
debate.  We  look  forward  to  working  with  you  on  these  issues  and 
Others  as  the  deliberations  progress. 
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Submitted  by  Don  Dressier,  President  for  Insxorsmce  Services, 
Western  Growers  Association,  Irvine,  California. 

Z.  zatroduotioB. 

Western  Growers  Association,  on  behalf  of  its  2,400  members 
who  grow  and  ship  fresh  fruits  and  vegetables  in  Arizona  and 
California,  is  vitally  concerned  about  the  Administration's 
proposed  Health  Security  Act. 

Oiar  members  have  been  providing  health  benefits  to 
agricultural  workers  since  the  1940 's.   The  Association 
sponsors  a  non-profit  program  known  as  Western  Growers 
Ass\irance  Trust  which  provides  benefits  today  for  13,000  farm 
workers  and  growers  and  covers  about  50,000  individuals  with 
its  benefit  plans. 

II.  Impact  of  employer  mandates  on  California  Agriculture. 

One  major  concern  of  our  industry  is  the  proposed  mandated 
cost  of  benefits  for  employers  in  an  extremely  competitive 
industry  where  our  members  do  not  have  the  ability  to  pass  on 
cost  increases  through  increased  prices  for  their  products. 
Any  mandated  costs  therefore  will  cost  our  members  their 
farms,  force  them  to  shift  to  less  labor  intensive  crops,  or 
cut  back  the  size  and  number  of  employees  in  their  farming 
operations . 

The  President's  health  care  plan  will  increase  costs  for 
California's  agricultural  industry  from  S40Q  million  now,  to 
over  Si. 4  billion,  according  to  a  study  by  William  M.  Mercer, 
Inc.  completed  in  January,  1994.   The  study,  sponsored  by  the 
California  Workers'  Compensation  Institute,  evaluates  the 
impact  of  the  President's  plan  on  a  number  of  industries. 
Agriculture,  a  key  component  of  the  state's  economy,  and  a 
major  source  of  international  trade  for  our  country,  would  be 
devastated  by  the  $  1  billion  increase  in  costs.   Our  industry 
does  not  have  the  financial  resources  to  bear  this  cost. 

III.  "Health  Alliances"  are  not  suited  for  agriculture. 

Agricultural  associations  have  for  many  years  sponsored 
employer  group  nealrn  plans  as  viable  mecnanlsms  ror  pooling 
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risks  along  functional  and  industry  lines  and  increasing  the 
market  leverage  and  buying  power  of  small  employers  as 
consumers  of  health  care  services. 

The  Association  plans  were  generated  by  and  composed  of 
farmers  who  participate  directly  in  the  decision-making 
process  and  management  of  their  association  health  plans. 
Most  farmers  are  small  employers  who  are  located  in  rural 
areas  which  are  under  served  by  managed  care  providers.  These 
employers  have  sought  and  received  the  buying  power  and 
protection  of  qualified  association  plans  which  provide  access 
to  quality,  affordable  care. 

The  importance  of  the  vide  spread  aeoaraphic  coverage  of 
association  health  plans  can  be  seen  from  a  study  supported  by 
a  grant  from  the  Federal  Agency  for  Health  Care  Policy  and 
Research .  which  concluded  that  "reform  of  the  U.S.  health  care 
system  through  expansion  of  governmental  managed  competition 
is  feasible  in  large  metropolitan  areas".  But,  "smaller 
metropolitan  areas  and  rural  areas  would  require  alternative 
forms  of  organization  and  regulations..."  "A  substantial 
number  of  people  live  in  areas  that  fall  outside"  the  realm  of 
managed  competition,  said  Richard  Krfonic,  an  assistant 
professor  of  Community  and  Family  Medicine  at  the  University 
of  California  at  San  Diego. 

In  19  states,  the  majority  of  the  population  live  in  eireas  of 
less  than  180,000  persons,  where  hospital  services  must  be 
extensively  shared.   In  42  states,  20%  or  more  of  the 
population  live  in  such  areas.  And,  while  23  states  and  the 
District  of  Columbia  have  at  least  one  metropolitan  area  large 
enough  to  support  three  HMOs,  the  study  found,  in  only  10 
states  do  the  majority  of  people  live  in  such  areas.   Yet 
agricultural  association  plans  are  active  in  all  these  areas 
currently. 

IV.  Associations '  role  recognized  by  health  experts. 

The  importance  of  Association  plans  has  been  recognized  by 
some  of  the  members  of  President  Clinton's  Health  Reform  Task 
Force . 

A  preliminary  work  paper  from  their  studies  comments,  "... 
groups  outside  of  HIPCs  can  provide  an  important  source  of 
affordable  (health)  coverage,  if  they  meet  important  solvency 
and  other  requirements.   Some  existi.ng  groups  have  strong 
political,  historical  and  legal  precedents,  and  should  be 
permitted  to  continue... 
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Prohibiting  existing  errgup  arrangements  from  con-tinuing  aft-.^T- 
health  reform  would,  in  many  cases,  needlessly  disband 
arrangements  that  successfully  provide  coverage  to  a 
significant  number  of  employees.   These  groups  are  an 
important  source  of  coverage;  permitting  only  fully  insured 
arrangements  might  raise  costs  of  coverage.   These 
associations  and  similar  plans  are  headed  by  plan  participants 
or  employers  of  plan  participants,  with  a  personal  stake  in 
successful  operation.   These  are  not  entrepreneurs  who  create 
plans  and  market  to  groups  of  unrelated  employers  who  have  in 
the  past  created  problems,  such  as  insolvencies  that  have  left 
millions  of  dollars  in  un-paid  health  care  claims. 

(from  a  PRELIMINARY  WHITE  HOUSE  WORKING  PAPER) 

V.  Examples  of  association  sponsor ad  plans,  and  hov  they 
benefit  eaployaes  in  Western  Agriculture. 

Agriculture  in  the  Western  U.S.,  particularly  California  and 
Arizona,  is  highly  seasonal,  with  fruit,  grape  and  vegetable 
production  supplying  over  half  of  the  entire  U.S.  consumers' 
needs,  as  well  as  providing  major  exports  which  assist  the 
nation's  international  balance  of  trade. 

Traditional  insurance  carriers,  and  all  current  HMO 
organizations  decline  to  provide  medical  coverage  for  the 
350,000  employees  of  this  vital  industry,  due  to  their 
seasonal  employment,  wage  levels,  and  predominately  Spanish 
speaking  language  needs. 

Four  major  farm  organizations  provide  virtually  all  of  the 
health  benefits  for  these  seasonal  employees,  using 
association  designed  and  operated  programs.   Self  funding  is  a 
critical  component  of  these  benefit  plans,  due  to  the 
reluctance  of  the  usual  insurance  market  to  offer  coverages. 

The  largest  of  these  programs.  Western  Growers  Association, 
provides  benefits  to  18,000  employees,  offering  free  choice  of 
medical  provider  as  well  as  managed  care  plans. 

Grouping  the  buying  power  of  its  2,000  participating  members, 
Western  Growers  has  been  able  to  negotiate  discounts  from 
hospitals  which  saved  46%  on  billed  charges  in  1992,  saving 
over  $4  million  dollars  for  farm  employers  and  their 
employees.   The  Association's  plans  average  20%  disccunts  in 
contracting  doctors'  fees  and  elimination  of  "usual  and 
customary"  problems  for  patients  using  contracting  physicians. 
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WGA  has  contracted  for  9%  below  wholesale  drug  costs,  as  well 
as  participation  in  manufacturers'  rebates  to  lower  the  costs 
of  its  medical  plans. 

The  Association  also  operates  a  licensed  and  admitted  workers' 
compensation  company  in  Arizona  and  California,  and  has 
integrated  on  the  job  and  off  the  job  medical  benefits  for 
over  10  years,  preventing  "double-dipping"  and  making 
coordination  of  benefits  easy. 

The  Association  offers  flexible  benefit  plans,  which  have  been 
very  well  received  by  seasonal  farm  workers,  as  well  as 
services  by  medical  providers  in  Mexico  for  workers  near  the 
U.S.  border,  and  for  those  workers  with  families  in  Mexico. 


VI.  Conclusion. 

There  is  a  great  need  for  improving  our  nation's  health  care 
system.   Farm  employers  need  equity  in  having  full  tax 
deductibility  for  health  care  premiums,  not  currently 
available  to  self  employed  and  partnerships.   Corporations 
enjoy  this  deductible  status,  and  farmers  who  are  not 
incorporated  need  similar  status. 

Insurance  underwriting  reforms,  such  as  "guaranteed  issue"  and 
"guaranteed  renewability",  and  limits  on  experience  rating 
will  be  very  helpful  to  the  farii  community  in  buying  health 
care  coverage. 

On  the  other  hand,  employer  mandates  and  "health  care 
alliances"  go  too  far  and  will  jeopardiae  the  farm  sector  of 
our  economy. 

In  a  justified  effort  to  extend  health  insurance  benefits  to 
the  15%  of  our  population  which  is  now  without  coverage,  the 
Administration  proposed  to  force  a  complete  new  and  massive 
mandate  and  bureaucracy  on  99%  of  the  employers  in  our 
country.   This  proposal  goes  way  beyond  fixing  what  is  broken, 
to  breaking  what  now  works. 


(Attachment  follows:) 
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Western  Growers  Association    4W<gg» 

Serving  the  California  and  Arizona  Fresh  Produce  Industry  ^SttPQ^ 

March    14,    1994  V^Sk 

Congressman  Fortney  Stark 
239  Cannon  Building 
House  Office  Building 
Washington,  DC  20515 

Dear  Congressman  Stark: 

Your  leadership  in  seeking  solutions  to  the  puzzle  of  health 
care  reform,  and  your  offering  of  your  Chairman's  Mark  of  a 
bill  is  much  appreciated. 

One  portion  of  your  proposal,  to  eliminate  self  funded 
multiple  employer  health  plans  (MEWA's) ,  causes  us  serious 
concern . 

Agriculture  in  the  Western  U.S.,  particularly  California  and 
Arizona,  is  highly  seasonal,  with  fruit,  grape  and  vegetable 
production  supplying  over  half  of  the  entire  U.S.  consumers' 
needs,  as  well  as  providing  major  exports  which  assist  the 
nation's  international  balance  of  trade. 

Traditional  insurance  carriers,  and  all  current  HMO 
organizations  decline  to  provide  medical  coverage  for  the 
350.000  employees  of  this  vital  industry,  due  to  their 
seasonal  employment,  wage  levels,  and  predominately  Spanish 
speaking  language  needs. 

Four  major  farm  organizations  provide  virtually  all  of  the 
health  benefits  for  these  seasonal  employees,  using 
association  designed  and  operated  programs.   Self  funding  is  a 
critical  component  of  these  benefit  plans,  due  to  the 
reluctance  of  the  usual  insurance  market  to  offer  coverages. 

The  largest  of  these  programs.  Western  Growers  Association, 
provides  benefits  to  72,000  employees  and  their  family 
members,  offering  free  choice  of  medical  provider  as  well  as 
managed  care  plans. 

Grouping  the  buying  power  of  its  2,000  participating  members. 
Western  Growers  has  been  able  to  negotiate  discounts  from 
hospitals  which  saved  46%  on  billed  charges  in  1992,  saving 
over  $4  million  dollars  for  farm  employers  and  their 
employees.   The  Association's  plans  average  20%  discounts  in 
contracting  doctors'  fees  and  elimination  of  "usual  and 
customary"  problems  for  patients  using  contracting  physicians. 
WGA  has  contracted  for  9%  below  wholesale  drug  costs,  as  well 
as  participation  in  manufacturers'  rebates  to  lower  the  costs 
of  its  medical  plans. 

Mailing  Address:  P.O.  Box  2130.  Newport  Beach.  CA  92658  •  Street  Address:  17620  Fitch  St.,  Irvine.  CA  92714 

(714)  863-1000  •  FAX:  (714)  863-9028 
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The  Association  offers  flexible  benefit  plans,  which  have  been 
very  well  received  by  seasonal  farm  workers,  as  well  as 
services  by  medical  providers  in  Mexico  for  workers  near  the 
U.S.  border,  and  for  those  workers  with  families  in  Mexico. 

The  importance  of  Association  plans  has  been  recogni2ed  by 
some  of  the  members  of  President  Clinton's  Health  Reform  Task 
Force . 

A  preliminary  work  paper  from  their  studies  comments,  "... 
groups  outside  of  HIPCs  can  provide  an  important  source  of 
affordable  (health)  coverage,  if  they  meet  important  solvency 
and  other  reguirements.   Some  existing  groups  have  strong 
political,  historical  and  legal  precedents,  and  should  be 
permitted  to  continue..." 

"Prohibiting  existing  group  arrangements  from  continuing  after 
health  reform  would,  in  many  cases,  needlessly  disband 
arrangements  that  successfully  provide  coverage  to  a 
significant  number  of  employees.   These  groups  are  an 
important  source  of  coverage;  permitting  only  fully  insured 
arrangements  might  raise  costs  of  coverage.   These 
associations  and  similar  plans  are  headed  by  plan  participants 
or  employers  of  plan  participants,  with  a  personal  stake  in 
successful  operation." 

"These  are  not  entrepreneurs  who  create  plans  and  market  to 
groups  of  unrelated  employers  who  have  in  the  past  created 
problems,  such  as  insolvencies  that  have  left  millions  of 
dollars  in  un-paid  health  care  claims," 
(from  a  PRELIMINARY  WHITE  HOUSE  WORKING  PAPER) 

President  Clinton  has  recognized  the  need  for  employers  and 
individuals  to  join  together  in  pooling  their  buying  power. 
Western  Growers  Association's  plan  has  been  doing  just  that 
for  over  35  years,  and  can  provide  a  major  service  to  our 
nation  by  being  allowed  to  continue. 


Sincerely, 


Don  Dressier 

President,  Insurance  Services 
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GEISINGER  FOUNDATION 
DANVILLE,  PENNSYLVANIA 


TESTIMONY  FOR  THE 

HOUSE  AGRICULTURE  COMMITTEE 

MARCH  17,  1994 


Charitable  organizations  that  solicit  contributions  are  required  by  the  Commonwealth  of 
Pennsylvania  to  provide  the  (oHowmg  statement  "A  copy  of  the  official  registration  and 
financial  information  may  be  obtained  from  the  Pennsylvania  Department  of  State  by 
calling  toil  free,  within  Pennsylvania,  1-800-732-0999  Registration  does  not  imply  en- 
dorsement," 


Geislnger  Foundation 

Danville.  PA  17822 
(717)271-6461 
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Mr.  Chairman  and  Members  of  the  Committee,  thank  you  for  the  opportunity  to 
submit  testimony  on  behalf  of  the  Geisinger  Foundation. 

Background  on  Geisinger  Foundation 

Founded  in  1915,  the  Geisinger  Medical  Center,  a  577-bed  facility  in  Danville, 
FA,  has  evolved  as  the  hub  of  the  nation's  largest  rural  health  care  system.   The 
Geisinger  system  is  now  a  multi-institutional,  non-profit  network  serving  31  rural  counties 
and  2.3  million  people  in  central,  northcentral  and  northeastern  Pennsylvania.   In 
addition  to  Geisinger  Medical  Center,  which  serves  as  the  region's  tertiary  referral  and 
Level  I  Trauma  Center,  the  system  includes  a  230-bed  regional  hospital  and  cancer 
center  in  Wilkes-Barre,  45  physician  practice  sites  in  38  communities,  an  alcohol  and 
chemical  dependency  inpatient  and  outpatient  program,  and  a  widely  acclaimed  basic 
research  program.   Geisinger  also  has  the  largest  rural  HMO  in  the  country,  the 
profitable  150,000  member  Geisinger  Health  Plan. 

To  achieve  its  mission,  Geisinger  has  a  full-time  salaried  multi-specialty  group 
practice  of  more  than  500  physicians  with  an  additional  200  physicians  in  training.   There 
are  more  than  140  continuing  education  programs  attracting  7,300  participants,  and  last 
year  400  active  clinical  research  projects  were  in  progress.   The  nationally  acclaimed 
basic  research  program  and  its  ten  staff  scientists  receive  more  than  $3  million  in 
external  support  annually  with  all  scientists  receiving  substantial  support  from  the 
National  Institutes  of  Health. 

As  one  of  the  six  major  clinics  in  the  country  and  one  of  only  four  rural  referral 
tertiary  care  centers  of  500  or  more  beds,  the  Geisinger  system  embodies  many  of  those 
major  characteristics  sought  by  Congress  and  the  Clinton  Administration  on  health  care 
reform.   Geisinger  has  been  continually  cited  as  a  "prototype  for  health  care  reform, 
including  the  following  endorsements: 

•  First  Lady  Hillary  Rodham  Clinton,  Pennsylvania  Senators  Wofford  and 

Specter,  Congressman  Paul  Kanjorski  and  other  legislators  have  endorsed 
Geisinger's  group  practice/managed  care  concepts  as  a  national  model  for 
health  care  reform. 


• 


The  New  York  Times  featured  Geisinger's  network  of  530  salaried 
physicians  as  an  innovative  and  cost-effective  managed  health  care  system. 

Arnold  Relman,  M.D.,  former  editor  of  The  New  England  Journal  of 
Medicine,  refers  to  the  Geisinger  system  with  its  HMO  as  the  harbinger  of 
what  is  going  to  happen  in  health  care  all  over  the  country. 


238 


•  The  National  Committee  for  Quality  Health  Care  offers  the  Geisinger 

approach  as  one  of  several  national  models  for  reforming  American  health 
care. 

New  models  of  health  care  delivery,  particularly  to  the  underserved  rural 
populations  in  this  country,  are  essential  for  producing  those  universally  accepted 
ouiconies  of  any  reform  plan  --  better  patient  access  and  higher  quality  health  care  at 
lower  cost.  Available  resources  (technology,  specialist  services  and  facilities)  must  be 
distributed  and  utilized  in  a  manner  that  is  economically  acceptable  and  maximally 
efficient. 

Because  of  the  diverse  geographical  nature  of  the  Geisinger  system, 
telecommunications  has  been  an  important  part  of  Geisinger's  information  systems' 
strategy  for  several  years.   In  the  past  eighteen  months  the  organization  has  begun  to 
implement  services  requiring  higher  network  speeds  and  has  been  confronted  with  the 
issues  of  delivering  these  services  over  a  wide  area  network  in  rural  Pennsylvania. 
Through  this  process  Geisinger  has  gained  valuable  expertise  and  is  well  positioned  to 
design  and  implement  a  wide  area  network  in  northeastern  and  central  Pennsylvania 
which  would  be  both  reliable  and  robust.   In  addition,  Geisinger  has  been  working 
closely  with  local  carriers  to  understand  how  best  to  leverage  existing  services. 

The  Geisinger  system  represents  an  ideal  setting  for  testing  strategies  that  would 
use  information  technologies  to  foster  cost-effective,  high  quality  integration  of  health 
care  services  among  providers  in  a  large  rural  area.   Geisinger  is  already  experienced  in 
developing  collaborative  relationships  both  within  its  own  diverse  and  widely  dispersed 
network  as  well  as  with  non-Geisinger  providers  in  the  service  region.   Successful 
outcomes  will  be  a  valuable  resource  to  other  providers  throughout  the  country.   The 
demonstrated  cost  savings  achieved  through  increased  efficiency  directly  address  a  top 
priority  of  health  care  reform.  The  Geisinger  Foundation  is  currently  seeking  to  form  a 
partnership  with  the  Federal  government  to  develop  and  implement  a  communications 
network  that  would  serve  as  a  model  for  both  rural  and  urban  health  care  providers. 

Advancing  Health  Care  Communication  -  A  Rural  Outreach  Program 

Many  barriers  currently  prevent  the  most  cost-efficient  utilization  of  health  care 
resources.   Primary  among  barriers  is  the  inability  to  efficiently  transmit  medical 
information  between  health  care  providers,  particularly  among  rural  practitioners  and 
referral  centers.   This  impedes  the  delivery  of  coordinated  care  and  adds  significantly  to 
costs  to  patients.   This  lack  of  efficient,  timely  communication  is  a  major  concern  at 
Geisinger.  The  development  of  a  "prototype"  clinical  information/telemedicine 
communications  system  that  holds  promise  of  increasing  efficiency,  i.e.,  access, 
productivity,  and  cost  reduction,  is  a  high  priority.   It  is  estimated  that  such  a  system, 
once  defined  and  implemented,  has  the  potential  to  reduce  health  care  costs  by  10%  - 
15%  within  the  Geisinger  network. 
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Health  care  services,  especially  non-procedural  services,  involve  the  gathering, 
sharing,  analysis  and  dissemination  of  timely  information.   We  believe  that  effective 
information  systems  between  primary  care  physicians  and  specialists  can  greatly  reduce: 

Miscommunication  and  diagnosis 

Delays  in  treatment 

Repetition  of  costly  procedures,  exams  and  tests 

Inefficient  use  of  provider  and  patient  time 

Patient  dissatisfaction  and  inconvenience 

Costs  and  lower  quality  of  care 

A  proven  telecommunications  system  can  also  address  other  institutional  barriers 
that,  either  directly  or  indirectly,  reduce  efficiency  in  the  delivery  system,  especially  in  a 
rural  setting.  These  other  obstacles  include: 

*  Inadequate  and  timely  referral  information 

*  Multiple,  often  inaccessible,  paper  medical  records 

*  Inadequate  and  timely  feedback  of  information  from  secondary/tertiary 
providers  to  primary  care  providers  inherent  in  the  creation  and 
transmission  of  paper  documents 

*  Multi-stepped  appointment  systems  that  prohibit  direct  contact  and 
interactivity 

Clinical  Information  System 

Together  with  the  Federal  government,  Geisinger  would  like  to  develop  a 
"laboratory"  to  test  new  models  for  health  care  delivery  which  would  not  be  available 
without  biomedical  information  communications  tools.   As  documented  here,  we  believe 
Geisinger  is  uniquely  positioned  to  develop  and  implement  a  communications  network 
model  because  our  system: 

*  Understands  rural  health  care  delivery 

*  Is  experienced  at  integrating  multiple  levels  of  care 

*  Serves  a  widely  dispersed  geographic  region 

*  Practices  a  successful  managed  care  program 

*  Has  national  information  systems  leadership  on  staff 

*  Has  started  planning  for  its  own  system-wide  telecommunications  network 

As  envisioned,  the  Geisinger  telecommunications/telemedicine  network  will  have 
two  major  areas  of  emphasis: 

1.         Improving  the  Efficiency  of  Current  Medical  Practices  by  creating  an  affordable, 
transportable  regional  health  care  telecommunications  system  that  will  increase 
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the  effectiveness  of  rural  health  providers  in  an  integrated  health  care  system  by 
eliminating  the  barriers  to  effective  communications.   This  will  include: 

•  Permitting  consultations  between  specialists  and  primary  care  providers  at 
distant  or  remote  locations; 

•  Enabling  radiologists  to  serve  many  geographically  remote  sites  through 
electronic  imaging  technologies,  particularly  service  areas  that  cannot 
financially  sustain  independent  radiologic  services; 

•  Permitting  physicians  and  other  providers  in  remote  areas  to  receive 
continuous  training  and  education; 

•  Developing  the  elements  of  an  electronic  medical  record  (physical  history, 
laboratory  and  pharmacy  data);  and 

•  Providing  for  the  economically  efficient  interaction  of  physicians  and 
administrators  at  different  locations  without  disruption  to  patient  care  due 
to  lost  travel  time,  etc. 

2.         Exploring  New  Models  for  Delivering  Care  by  demonstrating  how  the  existence  of 
this  information  infrastructure  can  lead  to  fundamental,  cost-efficient  changes  in 
the  practice  of  medicine,  changes  that  would  not  be  available  without  the  tools 
provided  by  high  speed  telecommunications.   Applications  could  include: 

•  Permitting  the  physician  to  treat  patients  at  remote  sites,  perhaps  involving 
the  supervision  of  physician  extenders  at  multiple  sites  by  a  single  primary 
care  physician 

•  Exploring  under  what  circumstances  the  electronic  interaction  between 
patient  and  provider  is  appropriate,  perhaps  involving  dermatology 
consultations  and  follow-ups,  psychiatric  interviews,  prison  inmate  health 
services,  etc. 

This  project  intends  to  show  that  a  highly  functional,  cost-efficient 
telecommunications  system  using  available  technology  can  make  a  major  contribution  to 
the  goals  of  health  care  reform  in  rural  areas,  namely,  better  patient  access  and  higher 
quality  health  care  at  lower  cost.  The  Geisinger  model  of  health  care  is  equipped  to 
demonstrate  these  goals. 

Summary 

The  major  expectation  of  health  care  reform  is  the  delivery  of  high  quality  care  at 
affordable  prices  in  a  managed. care  environment.  The  most  effective  model  to  achieve 
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this  objective  will  be  characterized  by  the  right  mix  of  primary,  secondary  and  tertiary 
care  services  functioning  together  in  an  integrated  environment.   Geisinger  is  such  a 
model  for  an  integrated  health  care  system,  especially  in  rural  areas.   Geisinger's 
integrated  system,  serving  a  large  rural  population  and  its  network  of  45  primary  care 
sites,  offers  a  laboratory  for  testing  new  efficiencies  in  health  care  delivery  that  can  then 
be  replicated  throughout  the  country. 

We  propose  to  address  one  barrier  that  currently  impedes  major  progress  in  health 
care  reform  --  the  inefficient  flow  of  biomedical  information  among  providers. 

A  proven  telecommunications/telemedicine  system  can,  both  directly  and  indirectly: 

1.  Improve  the  efficiency  of  current  medical  practices,  and 

2.  Encourage  the  development  of  new  models  for  delivering  care 

Since  the  Geisinger  system  is  a  nationally-recognized  model  for  an  integrated  system, 
a  concept  that  is  rapidly  gaining  favor  throughout  the  country,  a  successfully 
implemented  demonstration  telecommunications  system  here,  can  become  a  prototype 
that  sets  standards  for  other  providers.  This  will  have  particular  significance  for 
providers  in  medically  underserved  rural  areas. 

We  believe  that  Geisinger  already  embodies  much  of  what  the  federal  government 
seeks  in  health  care  reform,  and  we  believe  that  this  success  qualifies  us  to  become  a 
partner  in  demonstrating  new  applications  for  meaningful  reform.   Thank  you  for  the 
opportunity  to  testify  on  behalf  of  the  Geisinger  Foundation. 


(Attachments) 


242 


Geisinger  —  A  Regional  System  of  Health  Care 
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Doctors  Say  They  Can  Save 
Lives  and  Still  Save  Money 


By  ERIK  ECKHOLM 

Special  to  The  New  York  Times 

DANVILLE.  Pa.  —  Dr,  James  C. 
Blankenship.  a  cardiologist  with  a 
health-maintenance  organization  in 
central  Pennsylvania,  performs  cosily. 
risky  procedures  in  which  tubes  arc 
pushed  to  the  heart  to  help  find 
whether  coronary  vessels  are  clogged. 

In  his  catheterization  laboratory,  he 
studied  X-rays  revealing  a  partly 
blocked  artery  in  a  55-year-old  man. 
"What  are  the  chances  this  will  shut 
off,  causing  a  heart  attack,  versus  the 
risks  of  surgery?"  he  asked.  "The  stud- 
ies differ." 

"I'll  advise  him  to  watch  and  wait." 
said  the  doctor,  whose  salary  would 
not  be  affected  one  way  or  the  other. 
"I  want  to  do  everything  that's  neces- 
sary, but  not  too  much." 

As  Americans  consider  a  more  fru- 
gal medical  future,  possibly  dominated 
by  competing  H.M.O.'s  or  other  forms 
of  "managed  care"  that  limit  consumer 
choice,  urgent  questions  arc  rising  about 
the  quality  of  care  and  how  to  protect 
it.  Will  people  be  pushed  into  health 
plans  staffed  by  sullen,  rushed  doctors 
whose  decisions  are  second-guessed  and 
who  are  paid  extra  to  scrimp  on  costly 
tests  and  operations? 

Room  for  Judgment 

Or  will  they  find  sensitive  doc- 
tors who  have  no  financial  incentive 
lo  do  too  much  or  loo  little,  have 
ready  access  to  the  best  technologies 
and  hold  down  costs  by  preventing 
illness  and  avoiding  procedures  wilh 
little  beiiclil' 


Medical  experts  are  scrutinizing 
better  health  plans  around  the  country 
to  see  how  large  savings  might  be 
gained  through  efficiency  and  pru- 
dence, not  through  shortchanging  the 
sick.  And  the  evidence  suggests  that 
institutions  that  foster  physicians  like 
Dr.  Blankenship  and  allow  them  to 
exercise  professional  judgment  may  be 
in  the  best  position  to  pursue  that  goal. 

In  the  case  of  the  55-year-old  man. 
some  doctors  would  have  recom- 
mended immediate  surgery,  but  Dr. 
Blankenship  felt  sure,  based  on  avail- 
able science,  that  a  trial  period  of  drug 
therapy  was  in  his  patient's  best  in- 
terest. 

At  his  organization,  the  Geisinger 
Foundation  in  Danville,  the  decision 
about  how  much  is  enough  is  left  to 
the  doctors.  Their  cautious  style  of 
medicine  has  held  costs  well  below 
the  national  average.  Increases  here 
have  still  averaged  8.6  percent  in  re- 
cent years,  though,  raising  questions 
about  whether  the  country  will  be  able 
to  tame  medical  inflation  without  cut- 
ting into  the  quality  of  care. 

The  530  salaried  doctors  who  work 
here,  and  offer  care  through  a  prepaid 
insurance  plan,  do  receive  prodding 
from  above.  But  it  involves  not  con- 
slant  second-guessing  or  rewards  for 
scrimping,  but  rather  a  steady  flow  of 
research  news  and  tips  that  helps  suf- 
fuse the  institution  with  an  ethic  of 
conservative  care. 

"Here,  we  don't  police;  we  trust 
tiur  doctors."  said  Dr.  Hi)ward  G. 
Hughes,  who  directs  the  H.M.O  .  the 
CicisMigcr  Heatlh  Plan, 

111  Dam  ille.  a  town  ol  h.DOl) 
peiiple.  (leisiiigci  runs  an  adxanced 
577  beii  hospii.i!  as  well  ;is  a  iiciwork 
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of  clinics  over  ;i  wide  urea  of  central 
and  norlhcaslein  Pennsylvania.  Its 
growing  H.M  O  serves  142,000  mem- 
bers, while  the  same  doctors  and  clin- 
ics also  provide  Ihc  same  style  of  care 
to  hundreds  of  thousands  more  people 
covered  by  government  or  other  in- 
surance. 

The  doctors  insist  that  their  brand 
of  medicine  improves  on  a  system 
laden  with  incentives  to  overuse  pro- 
cedures, 

And  they  are  saving  money.  The 
HMO.  has  the  lowest  rates  in 
Pennsylvania,  according  lo  the  state 
insurance  department,  with  monthly 
premiums  this  year  of  $109.70  for  in- 
dividuals and  $2S5.22  for  families  for 
a  plan  covering  nearly  everything  but 
prescriptions. 

But  the  numbers  suggest,  too.  just 
how  severe  the  challenge  is.  The 
health  plan's  charges  have  risen  by 
an  average  of  8,6  percent  a  year  since 
1985.  Dr.  Hughes  said.  That  is  a  good 
record  compared  with  that  of  most  in- 
surers: nationwide,  H.M.O.  rates  grew 
by  an  average  of  I  1 ,7  percent  per  year 
from  1986  lo  1992.  and  rates  for  tra- 
ditional fee-for-service  plans  rose  an- 
nually by  14.2  percent,  according  to 
A.  Foster  Higgins  &  Company,  a  con- 
sulting firm. 

Bui  it  remams  well  above  the  na- 
tional goal  of  steady  real  spending  set 
by  President  Clinton.  Recent  increases 
have  mainly  reflected  the  rising  cost 
of  nurses,  technicians  and  other  per- 
.sonnel.  the  soaring  price  of  new  drugs 
and  other  factors,  officials  said. 

At  What  Point 
Will  Savings  Stop? 

Geisinger  doctors  and  administra- 
tors, most  of  ihem  practicing  physi- 
cians, insist  thai  through  steady 
refmcmenl  they  can  save  much  more 
without  compromising  care  Just  how 
much  and  how  last,  though,  no  one  is 
sure 

"Price  competition  ducsnl  scare 
mc,"  said  Hi  Stuart  Hcydl,  picsidcni 
of  the  Crcisingcr  l-tumdalion  "II  this 
model  can't  hold  down  prices  enough, 
then  I'm  nol  sure  ii  can  be  done  m  a 
way  that  luHills  the  medical  expccia 
lions  ol  society   " 

While  America's  medical  costs  are 
increased  by  admmislrativc  waste,  ex- 
cess ci|uipinciii,  iiK*(.'nli\es  in  use  pro- 


cedures lavishly  and  outright  fraud, 
in  the  end  spending  mainly  reflects 
the  routine  decisions  of  physicians. 
They  decide  when  a  patient  needs  a 
$70  electrocardiogram,  when  to  order 
a  $100  dollar  antibiotic  instead  of  a 
$10  one,  and  when  $40,000  bypass 
surgery  is  truly  likely  lo  improve  a 
patient's  chances  of  survival  or  qual- 
ity of  lifc- 

"The  best  way  to  control  costs  and 
preserve  quality  is  to  have  the  physi- 
cians do  it."  said  Dr.  Arnold  S. 
Relman.  the  former  editor  of  The  New 
England  Journal  of  Medicine.  "The 
whole  health-care  system  is  built  on 
the  behavior  of  doctors,  and  that  be- 
havior is  greatly  influenced  by  the  way 
health  care  is  organized." 

Dr  Relman.  who  has  been  study- 
ing health  plans  around  the  country, 
praised  Geisinger  for  high  doctor  mo- 
rale and  a  system  of  mutual  review 
that  promotes  excellent  care. 

While  no  organizational  structure 
guarantees  quality  care.  Geisinger  has 
several  traits  that  promote  it.  The  bed- 
rock, officials  here  say,  is  the  careful 
selection  of  doctors  who  share  the 
group  philosophy  and  are  happy  to 
work  for  a  salary.  Since  they  are  not 
paid  piecework,  they  make  decisions 
with  no  direct  financial  interest  at 
stake.  (Nationally,  doctors  are  sala- 
ried in  some  but  not  all  H.M.O.'s  or 
other  forms  of  managed  care.) 

The  salaries  here  are  enough  to 
support  an  affluent  life  in  this  rural 
region,  but  for  many  doctors  they  are 
well  below  potential  earnings  in  pri- 
vate practice.  Primary-care  doctors 
have  starting  salaries  in  the  range  of 
$7.S.000  to  $90,000.  while  among  the 
most  experienced  specialists  who 
might  earn  several  times  as  much  el.se- 
where.  "very  few  go  beyond 
$.M)0,00()."  said  Dr.  Laurence  H.  Beck, 
senior  vice  president  charged  with  im 
proving  efficiency  and  qualily. 

Morale  rests  on  the  pleasures  of 
patient  care,  collaboration,  teaching 
and  research,  said  Dr.  Francis  J, 
Menapace.  the  director  of  cardiology. 
"Wc  look  lor  a  difleieni  type  of  phy- 
sician, one  who  still  looks  at  medi- 
cine as  a  profession,  not  a  business." 


Less  Reliance 
On  the  Specialists 

As  in  most  H  M  O  s,  all  patients 
must  choose  a  primary-care  physician 
in  the  plan.  Usually  trained  in  family 
practice,  internal  medicine  or  pediat- 
rics, these  doctors  provide  most  care 
and  refer  sicker  patients  to  specialists 
only  when  necessary,  holding  down 
costs. 

Now  about  30  percent  of  the  plan's 
doctors  provide  primary  care,  but  stud- 
ies suggest  the  proportion  should  rise 
to  clo.se  to  30  percent.  Dr.  Beck  said. 
This  means  cutting  back  on  speciali- 
ties, a  painful  and  controversial  topic 
among  the  medical  staff. 

Dr.  Ernest  W.  Campbell,  a  primary- 
care  physician  and  head  of  the 
Geisinger  clinic  in  the  nearby  town  of 
Bloomsburg.  had  been  in  independent 
practice  for  18  years  before  he  and 
his  partner  decided  to  join  the  sala- 
ried group  in  1985. 

"We  looked  at  the  H.M.O.  and 
liked  what  they  were  saying,"  he  said. 
"It's  more  geared  toward  preventive 
medicine,  keeping  people  healthy 
rather  than  just  meeting  the  acute 
needs  as  they  arise."  He  said  the 
switch  involved  a  significant  loss  in 
income,  but  offsetting  this  was  a  drop 
in  work  time  to  60  to  70  hours  a  week 
so  he  could  see  his  family  more. 

Far  from  feeling  pressure  lo  avoid 
needed  care.  Dr.  Campbell  said.  "I 
think  the  quality  if  anything  has  gone 
up."  Since  patients  are  in  a  prepaid 
plan,  he  said,  "now  we  can  tell  them 
they  have  no  excuse  for  not  coming 
in  when  they  are  ill." 

A  large  unified  system  like 
Geisinger's  can  also  avoid  duplication 
of  costly  equipment  and  readily  moni- 
tor its  use.  For  example,  all  cardiac 
catherizalions.  which  are  Dr. 
Blankenship's  diagnostic  specially  and 
require  a  million-dollar  laboratory,  are 
performed  at  the  main  hospital  in  Dan- 
ville, as  IS  open  heart  surgery.  This 
does  mean.  Ihough.  thai  some  patients 
have  to  navel  up  li)  100  miles  for  ma- 
jor procedures  thai  in  .i  less  efficient 
system  might  be  available  ui  a  com- 
mtinily  hospital 

Willi  cenltal  coniiol.  loo.  can  come 
imbalances  in  stall ing.  sometimes 
yielding  long  waits  lor  non-urgent  ap- 
pninimenis  Currently,  for  example, 
because  ol  a  stioitagc  of  gynecologists 
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in  the  group,  an  appomlmcnl  tor  a  rou- 
tine pelvic  checkup  can  lake  several 
months.  Officials  insist  thai  is  a  tem- 
porary side  effect  of  rapid  growth  and 
a  national  shortage,  not  a  long-term 
shortchanging  of  patients 

Bui  in  surveys  of  HMO  patients 
that  generally  find  high  satisfaction 
with  care  and  doctors,  intermittent  dif- 
ficulty m  getting  quick  appointments 
has  been  the  most  common  complaint. 
said  Dr,  Duane  Davis,  medical  direc- 
tor of  the  health  plan. 

When  Supervision 
is  From  Within 

For  all  Its  emphasis  on  efficiency, 
Geisinger  does  little  of  the  routine 
oversight  that  is  now  so  prevalent  in 
the  health-insurance  industry  and  so 
annoying  to  doctors.  Instead,  the  doc- 
tors, with  leadership  from  department 
heads,  are  expected  to  watch  them- 
selves for  unjustified  variations  in  in- 
dividual practice  and  opportunities  for 
improvement. 

"We  have  a  high  awareness  of  what 
our  colleagues  are  doing  in  the  next 
room."  Dr  Blankenship  said.  "There's 
lots  of  intercommunication,  lots  of  in- 
formal second  opinions.  If  someone 
is  consistently  doing  something  inap- 
propriately, loo  much  or  too  little. 
we'd  notice." 

Peer  review  is,  however,  increas- 
ingly backed  up  with  research  and  sug- 
gestions from  above.  The  H'.M.O..  for 
example,  keeps  track  of  prescribing 
patterns  and  sends  out  newsletters  urg- 
ing physicians  to  prescribe  cheaper 
drugs  or  generic  versions  where  they 
have  been  shown  to  be  equally  effec- 
tive. One  recent  Hyer  warned  that  a 
drug  company  was  "actively  encour- 
aging pharmacists  to  call  physicians 
to  switch  patients"  from  current  dia- 
betes drugs  to  its  new  product,  priced 
40  percent  higher  even  though  it  of- 
fers "no  therapeutic  advantage." 

In  another  example,  officials  stud- 
ied whether  patients  who  were  put  on 
an  expensive  cholcstcrol-lowcring 
drug  were  first  asked  to  expenment 
with  dietary  change.  By  sharing  the 
results  with  other  physicians  and 
stressing  the  recommended  course, 
doctors  found  thai  the  proportion  ol 
patients  trying  diet  changes  had  risen, 
Stmie  will  end  up  needing  the  drug 
anyway,  hut  some  will  avoid  indefi- 
nite use  ol  a  drug  that  can  have  dan- 
gerous side  ellccts. 


As  the  country  seeks  to  flatten  out 
its  health  costs,  the  question  is  how 
far  even  the  best-organized  providers 
can  trim  back  without  choking  off 
tests  and  treatments  of  significant  po- 
tential benefit. 

Dr.  Beck  said  he  believes  that 
Geisinger  and  other  similar  groups 
still  have  large  opportunities  to  wring 
out  expense.  Increasingly  important, 
he  said,  will  be  reliance  on  clinical 
guidelines  that  reflect  research,  done 
locally  or  nationally,  on  what  se- 
quences of  tests  and  treatments  yield 
the  best  results  for  particular  condi- 
tions. 

Still,  Dr.  Beck  said,  "At  some  point 
there  will  be  tradeoffs  between  cost 
and  quality,"  If  price  controls  are  too 
severe,  he  said,  society  will  have  to 
openly  face  the  issue  of  rationing. 


Geisinger  ♦  Directory 


These  are  the  most-frequently- 
called  numbers  in  the 
Geisinger  system  of  health  care. 
For  information  on  a  service  not 
listed  here  or  for  the  name  and 

telephone  number  of  the 
Geisinger  family  doctor  in  your 

area,  call  717/271-8870. 

Apjnmuments 

Geisinger  Medical  Center 

(717)275.6401 

Emergency  Department 

Geisinger  Medical  Center 

(717)271.6591 

Information 

Geisinger  Medical  Center 

(717)271.6339 

CJeisinger  Wyoming  Valley 
Medical  Center 
(717)826-7300 

Emergency  Department 

Geisinger  Wyoming  Valley 

Medical  Center 

(717)  826-7758 

Physician  Referral 
Wilkes-Barre 
(717)826-7818 

Addiction  Treatment 

Marworth 

(717)563-1112 

Geisinger  Health  Plan 
l-SOO^iHP^tOOO 

For  infomuition  about 

making  gifts  to  Geisinger 

Geisinger  Fmindation 

(717)271-6461 

Suppoil  Groups  inf/nmilion 

Danville 

(7171271-64.15 

WilkcsBanr 
(7I7IK26-7K9(» 

Votuntcer  i*rt>grtini\  lujonthition 

Danville 

(7I7)271-62.W 

Wilkc'.Baiiv 
(7l7l82<>-7767 
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Geisinger  system  could  be  prototype 


By  Phil  Galewilz 
Patriot-News 

DANVILLE— lm;iginc,  lor  a  miimenl. 
Ihal  you  are  a  baseball  learn  owner.  You 
conlrol  Ihe  sladium,  learn  managemenl. 
even  concession  sales.  Bui  you  don'l  con- 
lrol Ihe  players.  Ihe  miisl  iniponanl  faclor 
in  deciding  whether  your  leam  wins  or 
loses. 

The  players,  instead,  are  indepen- 
dent workers.  One  day  they  work  for 
your  leam,  the  next  day  another  club, 
and  so  on. 

No  professional  leam  works  like  this. 
But  this  is  how  Ihe  U.S.  heallh-care  sys- 
tem has  operated  for  decades — with  most 
hospitals,  insurers  and  other  health  orga- 
nizations having  little  control  over 
physicians,  the  most  influential  players 
in  medicine. 

In  central  and  northeastern 
Pennsylvania,  Geisinger  health  syslem, 
Ihough,  is  laking  a  different  approach. 

It  has  transformed  physicians  from  in- 
dependent entrepreneurs  into  team 
players,  and  in  the  process  has  surpassed 
most  hospitals  and  iieallh  insurance  plans 
in  controlling  costs,  improvmg  quality  and 
developing  a  uniform,  high  level  of  care. 
Geisinger  is  a  health-care  powerhouse 
in  Pennsylvania.  Today,  lis  hospitals  and 
physicians  treat  patients  from  across  half 
the  state.  Geisinger's  own  health  mainte- 
nance organization  provides  care  to 
consumers  from  Scranlon  lo  Alloona.  a 
region  with  a  population  of  2.1  million 
people. 

Health  analysis  say  Geisinger  is  in  the 
best  position  of  any  hospital  syslem  or 
health  plan  for  adaplmg  lo  industry  re- 
forms and  the  changes  proposed  by 
President  Clinton.  By  the  liirn  of  Ihe  cen- 
lury,  industry  watchers  predict  Geisinger 
could  be  one  of  six  large  heallh  systems 
conlrolling  Ihe  llnanting  and  delivery  of 
heallh  care  across  Pennsylvania. 


But  as  Geisinger  has  spread  ils  wings, 
Iherc  h,ive  been  concerns  that  the  insiilu- 
lion  could  fail  lo  he  sensitive  lo  Ihe  heallh 
needs  of  communilies  in  its  path  and  Ti- 
nancially  cripple  Ihc  region's  smaller 
heallh  facilities. 

"Some  communilies  are  not  sure  if 
Geisinger  will  be  a  friendly  big  brother 
or  the  neighborhood  bully."  said  Robert 
Morris,  president  of  Laurel  Heallh  Care 
Syslem,  a  sometimes  competilor  and 
sometimes  partner  with  Geisinger  in 
Pennsylvania's  northern  tier  counties. 

Industry  observers  also  have  ques- 
tioned whether  the  Geisinger  model  could 
apply  outside  rural  America,  where 
health-care  compelilion  is  greater  and 
where  hospilal-based  systems  would  have 
more  trouble  dominating  a  market. 

Y(;l,  Pennsylvania's  hospital  industry, 
whose  finances  have  suffered  from  gov- 
ernment cuts  in  Medicare  and  Medicaid 
and  Ihe  reduced  demand  for  inpatient 
beds,  sees  Geisinger  as  a  beacon  in  the 
dark. 

"Clearly.  Geisinger  is  the  future,"  said 
John  Russell,  president  of  the  Hospital 
Association  of  PcnnsyKania.  "It  encom- 
passes all  of  Ihe  components  of  the 
Clinton  and  Casey  plans.  Anyone  who 
looks  at  the  Geisinger  syslem  would  be 
envious." 

Control  of  physicians 
keys  Geisinger  success 

To  understand  Geisinger's  unique  heallh 
system,  you  have  lo  go  back  lo  ils  rcwls. 

Geisinger  Medical  Center  in  rural 
Monlour  County  was  lounded  in  1915  as 
a  7U-bed  hospilal  wiih  a  nnillispccially 
group  practice  Ihc  hospilal,  which  used 
full-lime  salaried  docUiis  «ho  worked  ex- 
clusively at  Geisinger.  was  designed  as  a 
comprehensive  heallh  lacilily  ihal  could 
offer  specialized  care  usually  only  found 
in  big  cities. 
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li  eventually  became  one  of  Ihe 
nalion's  largcsl  hospitals,  and  the  largest 
advanced  care  hospital  between  Philadel- 
phia and  Pittsburgh.  In  1972,  the 
organization  I'omicd  Ihe  Geisingcr  Health 
Plan,  one  of  the  lirst  rural  HMOs  in 
the  country. 

By  the  late  l')7(ls,  though,  Geisingcr 
officials  realized  the  hospital  no  longer 
would  prosper  by  focusing  only  on  deliv- 
ering highly  specialized  care.  Competing 
facilities  had  emerged,  more  services  were 
being  provided  outside  the  hospital,  and 
Geisingcr  was  always  at  the  mercy  of 
health  insurers  and  physicians  to  fill 
its  beds. 

That's  when  Geisinger's  executives 
concluded  that  controlling  the  physicians 
who  attract  patients  and  decide  how  and 
where  to  treat  them  was  the  key  to  the 
institution's  survival. 

"We  began  to  ask  ourselves,  with  the 
changes  occurring  in  the  industry,  whether 
il  was  reasonable  to  think  that  a  lerliary- 
care  center,  in  a  town  of  7.(X)0  people, 
would  continue  to  expect  that  people 
would  travel  KX)  or  200  miles  to  have 
their  care  delivered  here,"  said  Dr.  Sluan 
Heydt,  president  of  the  Geisingcr  Foun- 
dation, the  parent  company. 

Geisingcr  officials  decided  to  develop 
a  system  that  would  go  to  where  the  pa- 
tients were.  They  bought  dozens  of 
physician  practices  to  increase  access  to 
services  and  provide  a  steady  patient  base 
to  nil  beds  at  the  medical  center. 

By  the  late  1980s,  Geisingcr  had 
brought  each  major  element  of  medical 
care— physician  care,  hospital  care  and 
health  insurance— under  the  control  of  one 
organization,  the  Geisingcr  Foundation. 

This  system  meant  Geisingcr  could 
hold  down  costs  belter  than  traditional 
hospitals  by  avoiding  duplication  of  ser- 
vices, monitoring  the  use  of  costly 
diagnostic  equipment  and  keeping  an  eye 
on  staffing  needs,  Geisingcr  officials  said. 
Today,  the  Geisingcr  network  has  .S.TO 
mostly  salaried  physicians  who  work 
cither  in  one  of  the  4.'i  primary-care  clin- 
ics scattered  across  central  and 
noithcastcrii  Pennsylvania  or  at  one  of 
Gcismgci's  hospilals  in  Wilkcs-Barre, 
suburban  ,Sti  anion  or  the  medical  center 
in  Danville,  a  577-bcd  tertiary  care,  re- 
search and  teaching  facility. 

The  non-profit  HMO  has  about 
I.S0,(KK1  memlicis,  or  about  a  third  of  the 
patients  treated  by  Geisingcr  providers, 
and  Geisingcr  officials  arc  aiming  to  one 
day  have  the  IIMO  cover  .ill  of  the  hospi- 
tal and  clinic  patients. 


Patients  in  the  HMO,  called  Gcisinger 
Health  Plan,  choose  a  primary-care  doc- 
tor —  usually  trained  in  family  medicine, 
internal  medicine  or  pediatrics — who  pro- 
vides most  of  the  care  and  refers  patients 
to  specialists  when  necessary.  The  doc- 
tors focus  on  preventive  care,  rather  than 
just  treating  patients  when  they  are  ill. 

When  Geisingcr  patients  need  a  hos- 
pital, they  go  to  either  a  Geisinger-owned 
hospital  or  one  that  contracts  with 
Geisinger.  When  Geisingcr  patients  arc 
very  sick,  they  go  to  Geisinger  Medical 
Center. 

By  trying  to  center  much  of  its  busi- 
ness around  its  HMO  and  focusing  and 
nurturing  primary  care  physicians, 
Geisinger  has  boasted  patient  visits  to  its 
facilities  and  brightened  its  financial  out- 
look. 

Consumers  in  the  HMO  also  have 
benefited.  Consider: 

•  Because  the  doctors  are  salaried,  pa- 
tients have  physicians  who  have  no 
financial  incentive  to  do  too  much  or  too 
little  for  patients. 

•  Compared  with  national  averages, 
the  patients  are  less  likely  to  give  birth 
to  low  bitthweigbt  infants,  smokers  are 
more  likely  to  quit  smoking  for  good, 
and  women  past  50  are  more  likely  to 
receive  a  mammogram,  a  key  test  to  find 
breast  cancer  in  its  earliest  and  most  treat- 
able stages. 

•  Patients  also  save  themselves  and 
their  employers  money.  The  HMO's 
monthly  premiums,  which  this  year  were 
$109  for  individuals  and  $285  for  fami- 
lies, are  Pennsylvania's  lowest,  according 
to  the  state  Insurance  Department.  The 
premiums  have  risen  8.6  percent  a  year 
since  1985,  compared  with  an  11.7  per- 
cent average  increase  for  HMOs 
nationally  and  14  percent  for  traditional 
fee-for-service  plans. 

Gcisinger  officials  say  they  expect 
their  HMO  to  cover  nearly  fiOO,lXX)  mem- 
bers by  the  end  of  the  century,  when  the 
plan  also  will  include  Medicaid  and  Medi- 
care palienis 

Geisinger  MDs  accent 
medicine  over  money 

Whether  Gcisinger  becomes  the  model 
for  the  nation's  health  system  depends 
largely  on  whelber  enough  diKtors  will 
allow  It. 

Doctors  lose  autonomy  when  they  join 
a  system  such  .is  (Icismgcr's  They  li.ive 
iiioiv  adiiiinisiratois  looking  over  their 


practices,  their  clinical  decisions  ofien 
must  be  approved  by  HMO  managers  and 
the  amount  of  money  they  can  make  is 
capped. 

Starting  salaries  for  Geisinger's  pri- 
mary-care physicians  average  about 
$85.0(10,  slightly  lower  than  national 
averages.  Specialists  make  several  limes 
that  much. 

However.  Geisinger  allows  its  doctors 
to  spend  less  time  than  most  physicians 
on  administrative  duties  and  paper  work 
"We  can  practice  medicine  here  rather 
than  concerning  ourselves  with  running  a 
business."  said  Dr.  Anthony  Billas,  a 
Geisinger  physician  since  1985. 

Geisinger  doctors  also  receive  peri- 
odic reports  about  their  performance. 
HMO  officials  alert  them  if  they  are  or- 
dering an  unusually  high  or  low  number 
of  tests  or  if  they  are  using  drugs  that 
might  be  less  effective  than  others. 

"We  are  not  telling  doctors  how  to 
practice  medicine,"  said  Dr.  Howard  G. 
Hughes,  who  directs  the  Geisinger  Health 
Plan.  "They  are  telling  us." 

Geisinger  doctors  say  they  welcome 
the  peer  review  from  colleagues  and  HMO 
managers.  "It  encourages  us  to  deliver 
quality  medicine."  said  Dr.  Ernest 
Campbell,  a  Bloomsburg  doctor  who 
joined  Geisinger  in  1985. 

Despite  these  positive  reviews  from 
Geisinger  physicians,  other  hospitals 
around  the  country,  especially  in  more 
urban  areas,  have  had  difficulty  attract- 
ing physicians  to  build  health  systems  like 
Geisinger's. 

That's  because  in  bigger  cities,  with 
numerous  hospitals,  doctors  have  a  greater 
choice  where  to  practice,  making  it  harder 
for  facilities  to  sign  doctors  to  exclusive 
contracts. 

'The  key  issue  is  autonomy,"  said  John 
Cramer,  president  of  Capital  Health  Sys- 
tem, which  operates  Harrisburg  Hospital. 
Cramer  has  been  trying  unsuccessfully  for 
several  years  to  form  such  an  integrated 
health  system.  "DcKtors  are  very  con- 
cerned about  surrendering  their  power  to 
another  organization." 

"Personally.  I  would  ratlici  decide 
my  own  destiny  lathci  than  work  lor  a 
corporation."  said  Dr.  Jim  Pitca^age.  a 
Pillsburgh-arca  pediatrician,  voicing  the 
position  of  ihoosands  of  Pennsylvania 
dociois 

flic  doctors'  resistance  does  not  bode 
well  lor  the  liituie  of  many  hospitals, 
riiosc  hospitals,  under  increasing  pres- 
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'Aires  In  tijioriilL'  nioiv  cllicicully.  ;irc  llnil- 
illy  llicy  c.in'i  iinpruvi-  t|u.ilily  anil  cm 
costs  uilhmtl  [ihysicMiis   ticlp 

GeisJnger  faces  array  of 
issues,  challenges 

(ivcn  wiih  Gcisinj;ci's  successes  anj 
sironj:  coni)x'iinve  cilyc  in  Ihc  maikel. 
Ihe  sysieni  siill  laces  many  challen(;es. 
They  include; 

•  Geismycr  Heallh  Plan  owns  Id  per- 
ccnl  ol  Ihe  doclors  in  ihe  rejiion.  hul  only 
aboul  111  pcrceni  are  primary  care  physi- 
cians. The  resi  are  spccuihsis,  Gcisuigcr 
ofllcials  say  Ihey  need  a  more  equal  bal- 
ance to  control  costs  and  meet  demands. 

"Gelling  enough  primary -care  doclors 
is  Ihe  key  lo  our  growth."  Hughes  said. 

•  Geisinger's  competition  is  taking 
steps  10  narrow  Geisinger's  advantage. 
Blue  Cross  of  Nonheaslem  Pennsylvania 
has  recently  started  a  managed-care  pro- 
gram in  which  patients  can  visit  only 
selected  hospitals  in  the  region.  Geisinger 
is  excluded  from  that  program. 

And  HealthAmerica  of  Central 
Pennsylvania  recently  moved  into  Cen- 
tre County  and  captured  the  Penn  Stale 
University  accounl,  one  of  the  region's 
largest  employers. 

•  In  May  1992.  Geisinger  Medical 
Center  laid  off  149  of  Us  6.800  workers. 
Geisinger  officials  say  further  cuts  are 
possible  because  of  the  reduced  demand 
for  hospital  beds. 

As  Geisinger's  HMO  has  grown  in 
recent  years,  so  have  fears  about  central- 
izing the  powers  of  health  insurer, 
physician  care  and  hospital  care  into  one 
organization.  Some  industry  experts  say 
this  structure  may  invite  abuse  if  quality 
care  and  the  needs  of  each  health  com- 
munity are  not  highly  valued. 

Steve  Male,  Ihe  slate  Heallh 
Deparlment's  chief  HMO  regulator, 
praises  Geisinger  as  an  efficient  opera- 
lion,  but  worries  about  the  consequences 
of  a  health  organization  with  so  much 
control  over  patient  care. 

"If  you  have  organizations  that  large 
Ihal  do  not  value  high  quality,  you  can 
have  an  unresponsive  system. "  he  said. 

Laurel  Health  System's  Morns  said 
he  worries  that  Geisinger's  control  over 
the  insurance  role,  hospital  and  doctors 
may  give  it  an  unfair  advantage  over  other 
hospitals  and  smaller  health  systems  in 
the  region. 


Geisinger  could  attract  the  most  lu- 
crative patients  away  from  smaller 
coiliinunily  hospitals,  he  said.  That  could 
increase  the  financial  stresses  on  small, 
commiimty  hospitals,  and  could  force 
some  out  ot  business 

Geisinger  has  taken  steps  to  work  with 
hospitals  and  send  some  of  its  HMO  pa- 
tients to  other  lacililies  to  give  palients 
belter  access  lo  care  But  Geisinger  offi- 
cials have  made  no  secret  of  then  intenlion 
to  send  the  sickest  palienls  to  their  medi- 
cal center  in  Danville. 

Despite  these  issues,  there  is  little 
doubt  that  large  integrated  health  systems 
—  either  controlled  by  HMOs,  hospital 
systems  or  physicians — are  going  to  for- 
ever change  the  way  consumers  access, 
pay  for  and  receive  their  health  care,  ex- 
perts say. 

"Whether  we  like  it  or  not  Geisinger 
is  the  wave  of  the  future,"  Morris  said. 


Geisinger  ♦  Directory 


These  art  the  most-frequently-called 

numbers  in  the  Geisinger  system  of 

health  care.  For  information  on  a 

service  not  listed  here  or  for  the  name 

and  telephone  number  of  the 

Geisinger  family  doctor  in  your  area, 

call  717/271-8870. 

Geisinger  Medical  Center 
(717)  275-M«l 

Enti'r}^enc\  DeixirttiwrU 

Geisinger  Medical  Center 

(717)271-6591 

Infomuitifin 
Geisinger  Medical  Center 

(717)  271-6339 

Geisinger  Wyoming  Valley 

Medical  Center 

(717)826-7300 

Emergency  Depiirtnient 

Geisinger  Wyoming  Valley 

Medical  Center 

(717)826-7758 


Physician  Referral 
Wilkes-BaiTE 
(717)826-7818 

Addiction  Trcatinenl 

Marworth 

(717)563-1112 


Geisinger  Health  Plan 
1-800-GHP-4000 


For  information  about  making  gifts  to  Geisinger 

Geisinger  Foundation 

(717)271-6461 

Support  Grotips  Infonnation 

Danville 

(717)271-6435 

Wilkes-Barre 

(717)826-7890 

Volunteer  Programs  Information 

Danville 

(717)271-6230 

Wilkes-Harre 

Development 

Danville 

(717)271-6461 
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Statement 


of  the 


GROUP  HEALTH  ASSOCIATION  OF  AMERICA 


This  testimony  on  the  role  of  managed  care  in  rural  healthcare  is  submitted  on  behalf 
of  the  Group  Health  Association  of  America  (GHAA).    GHAA  represents  350  health 
maintenance  organizations  (HMOs)  whose  33  million  members  account  for  about  75 
percent  of  total  HMO  enrollment  nationwide. 

Health  maintenance  organizations  emphasize  preventive  care  and  offer  comprehensive 
services  to  enrolled  members  at  fixed  fees  rather  than  on  a  fee-for-service  basis.    They 
offer  a  key  element  that  is  missing  from  much  of  the  rest  of  the  American  health  care 
system  --  coordinated  care.    HMOs  are  at  the  forefront  of  combating  the  rise  in  health 
care  costs  and  continuously  improving  health  care  for  their  members. 

HMOs  and  Health  Reform 

The  Group  Health  Association  of  America  strongly  supports  health  care  reform  that 
includes  the  following  elements:    universal  coverage  and  access  to  comprehensive  ben- 
efits; health  insurance  market  reforms;  health  plan  accountability  for  quality  of  care 
and  consumer  satisfaction;  and  freedom  for  consumers  to  choose  the  plan  that  best 
meets  the  needs  of  their  families  from  an  array  of  plans  that  includes  managed  care 
and  fee-for-service  options. 

The  ability  of  HMOs  to  provide  high  quality  health  care  at  reasonable  cost  has  con- 
tributed to  their  widespread  popularity  among  employers  and  individual  consumers. 
Their  effectiveness  and  efficiency  assure  HMOs  an  important  role  in  a  reformed  health 
care  system. 

Many  policy  makers  think  of  HMOs  as  an  urban  or  suburban  phenomenon. 
In  fact,  HMOs  have  a  successful  track  record  in  rural  communities.    In  1990,  301 
HMOs  served  both  urban  and  rural  counties  and  15  more  served  rural  counties  only. 
Involvement  is  growing  as  doctors,  consumers  and  administrators  find  new  ways  to 
adapt  HMO  models  to  meet  the  unique  needs  of  rural  areas.    This  testimony  outlines 
some  of  the  challenges  facing  health  care  arrangements  in  rural  communities.   It  then 


250 


discusses  how  HMOs  are  meeting  these  challenges  and  provides  some  concrete  ex- 
amples of  how  HMOs  operate  in  rural  communities. 

Rural  Areas  Present  Special  Health  Care  Challenges 

Many  features  of  rural  America  make  it  unreceptive  to  the  types  of  health  care  ar- 
rangements common  in  urban  areas.    Medical  centers  may  be  many  miles  away. 
Mountains,  dangerous  weather  and  inadequate  transportation  often  make  such  centers 
difficult  for  people  to  get  to.    Any  number  of  conditions,  from  population  characteris- 
tics to  economic  structures,  can  create  special  challenges  for  the  provision  and  cover- 
age of  health  care  services. 

First  and  foremost,  there  are  differences  between  rural  and  urban  populations.    As  a 
group,  people  living  in  rural  areas  are  older  and  have  lower  incomes  than  their  coun- 
terparts in  urban  areas.    Age  and  poverty  contribute  to  disproportionately  high  rates  of 
chronic  illness,  such  as  arthritis,  emphysema  and  heart  disease. 

The  economic  structure  of  rural  communities  raises  obstacles  as  well.   Many  rural  res- 
idents work  in  agriculture  and  mining  -  industries  with  high  rates  of  occupational  in- 
juries and  deaths.    The  proportion  of  residents  without  insurance  is  very  high  in  rural 
communities,  due  in  large  part  to  the  prevalence  of  small  business  and  seasonal  or 
part-time  work.    And  many  residents  with  coverage  receive  it  through  public  programs 
such  as  Medicare  and  Medicaid. 

Although  demand  for  medical  services  is  high  in  rural  areas,  access  to  health  care  pro- 
viders is  lower  than  average.    More  than  100  counties  in  the  United  States  had  no 
practicing  physicians  in  1988.    Low  population  density  and  high  numbers  of  uninsured 
or  publicly  insured  residents  make  some  rural  areas  financially  unattractive  to  doctors. 
The  professional  isolation  associated  with  rural  medical  practice  discourages  physi- 
cians as  well.    Training  options  and  linkages  to  specialized  medical  procedures  often 
are  unavailable,  and  practitioners  may  have  no  backup  for  vacation  time  or  weekends. 
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The  closing  of  rural  hospitals  and  cutbacks  in  the  National  Health  Service  Corps  also 
have  affected  the  availability  of  medical  care. 

These  factors  affect  all  payers,  providers  and  consumers  of  health  care  in  rural  areas. 
HMOs  face  some  additional  challenges  in  rural  settings.    In  areas  where  potential 
membership  is  limited,  it  may  be  difficult  for  an  HMO  to  finance  startup. costs.    Doc- 
tors and  hospitals  may  be  unfamiliar  with  HMO  operation  and  payment  arrangements. 
They  also  may  be  unwilling  to  take  on  new  levels  of  risk  or  may  fear  losing  their  pa- 
tients to  big  city  medical  centers.    And,  to  achieve  adequate  enrollment,  HMOs  must 
attract  a  larger  proportion  of  the  community  than  is  necessary  in  areas  with  larger  pop- 
ulations. 

HMOs  Are  Meeting  The  Challenges 

Increasingly,  HMOs  are  treating  the  challenges  posed  by  rural  communities  as  oppor- 
tunities rather  than  obstacles.    Our  focus  on  coordinated  care  gives  HMOs  a  unique 
ability  to  address  the  special  needs  of  diverse  communities  through  specially  tailored 
programs.    Each  year,  HMOs  develop  new  approaches  to  enrollment,  delivery  of  ser- 
vices and  payment  strategies  that  enable  us  to  play  a  greater  role  in  rural  health  care 
systems. 

Some  HMOs  are  expanding  into  rural  areas  by  using  a  "hub  and  spokes"  approach  to 
health  care  delivery.    They  establish  their  own  clinics  or  contract  with  independent 
physicians  and  hospitals  in  small  communities  so  that  members  can  obtain  primary  and 
secondary  care  from  local  doctors  and  hospitals.    Members  requiring  specialized  care 
have  access  to  a  wider  range  of  physicians,  therapists  and  hospitals  in  the  HMO's 
"hub"  location. 

HMOs  often  expand  the  number  of  local  providers  available  when  they  enter  a  rural 
community.  Established  HMOs  have  the  capital  to  finance  start-up  costs  associated 
with  new  clinics,  and  they  may  recruit  doctors  and  other  providers  to  staff  the  facili- 


81 -980  0-94 -9 


252 


ties.    Other  HMOs  contract  with  visiting  specialists  or  use  staff  from  other  facilities  to 
provide  back-up  services  for  local  physicians.    Many  HMOs  use  physician  assistants, 
nurse  practitioners,  midwives  and  other  allied  health  professionals  to  meet  their 
members'  health  care  needs  --  a  strategy  that  is  especially  useful  in  areas  with  physi- 
cian shortages. 

Many  people  think  of  medical  technology  only  in  terms  of  operating  room  equipment, 
but  HMOs  also  are  using  technology  to  bring  health  services  to  people  in  the  places 
where  they  live.    Advances  in  telecommunications  make  it  possible  for  local  residents 
and  physicians  to  obtain  medical  advice  from  miles  away,  while  mobile  health  units 
enable  providers  to  reach  residents  of  underserved  communities. 

HMOs  That  Woric  in  Rural  Areas 

The  following  are  just  a  few  examples  of  HMOs  that  successfully  serve  rural  areas. 


Geisinger  Health  Plan  (GHP)  is  the  largest  rural-based  HMO  in  the  country. 
Geisinger  health  plans  have  161,000  members  living  in  24  counties  in  north-central 
Pennsylvania.    GHP  is  part  of  the  Geisinger  health  system,  which  includes  a  577- 
bed  tertiary  care  teaching  hospital,  a  network  of  specialty  and  community  hospitals, 
a  530  member  multi-specialty  group  practice,  and  47  primary  care  clinics  staffed 
by  salaried  physicians.    In  addition  to  Geisinger's  facilities  and  salaried  providers, 
GHP  also  contracts  with  locally  based  clinics,  hospitals  and  physicians.    This  struc- 
ture enables  GHP  members  to  obtain  most  medical  services  close  to  home,  while 
ensuring  them  access  to  larger  medical  centers  when  their  medical  needs  require 
more  specialized  or  higher  technology  care. 

Community  Health  Plan  (CHP)  is  based  in  Albany,  New  York,  but  26  percent  of 

its  325,000  members  live  in  rural  areas  of  New  York,  Vermont  and  Massachusetts. 
Because  of  its  strength  in  urban  and  suburban  areas,  CHP  has  adequate  capital  and 
other  resources  to  support  expansion  into  underserved  rural  areas.    It  often  moves 
into  a  community  at  the  request  of  local  residents,  contracting  with  local  physi- 
cians or  bringing  them  onto  CHP's  staff.    CHP  was  invited  to  Hoosick  Falls,  for 
example,  when  the  town's  only  physician  began  thinking  about  retirement.    In  addi- 
tion to  that  doctor,  who  continues  to  practice,  Hoosick  Falls  now  has  a  CHP  health 
center  staffed  with  the  equivalent  of  3  1/2  physicians  and  a  physician's  assistant. 
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Health  Plus  is  primarily  a  clinic-based  HMO  which  started  in  the  Puget  Sound  area 
of  Washington  state.    In  order  to  serve  selected  large  accounts,  it  has  moved  sys- 
tematically into  surrounding  rural  areas.    It  has  done  this  by  adapting  its  structure 
to  the  needs  of  local  communities.    It  seeks  primary  care  relationships  with  doctors 
in  these  areas  and  links  rural  residents  into  its  statewide  hospital  and  specialty  re- 
ferral relationships.    HealthPlus  employs  a  wide  range  of  payment  arrangement  for 
rural  physicians,  ranging  from  capitation  to  fee-for-service  payments.    Minimum 
payment  guarantees  are  used  on  a  case-by-case  basis  to  limit  the  financial  risk  of 
rural  practitioners.    The  HMO  is  in  the  process  of  installing  its  own  information 
highway  to  link  rural  physicians  more  closely  with  the  rest  of  the  HMO's  provider 
network.    This  will  allow  a  more  efficient  exchange  of  medical  notes,  tests  and 
consultative  services. 

Heart  of  America  proves  that  HMOs  can  succeed  in  some  of  the  most  sparsely 
populated  areas  of  the  country.    The  area  around  Rugby,  North  Dakota,  is  charac- 
terized by  farms  of  6,000  to  8,000  acres,  and  many  families  live  miles  away  from 
their  nearest  neighbors.    The  region's  reliance  on  farming,  ranching  and  small  busi- 
ness is  reflected  in  the  fact  that  almost  half  of  Heart  of  America's  3,500  members 
enroll  as  individuals.    Heart  of  America  provides  health  services  through  a  contract 
with  Rugby's  Johnson  Clinic,  a  facility  that  operates  four  satellite  clinics  through- 
out the  area.    To  meet  the  health  care  needs  of  its  members  without  hiring  excess 
staff  members,  the  HMO  uses  a  wide  array  of  medical  providers:    physician  assis- 
tants offer  many  primary  care  services;  internists  and  a  surgeon  serve  on  staff; 
University  of  North  Dakota  medical  students  do  rotations  at  the  facility;  and  Heart 
of  America  contracts  with  specialists  on  a  part-time  basis. 

Lovelace  Health  Systems  is  based  in  Albuquerque,  but  it  is  continuing  to  expand 
its  base  into  rural  areas  of  New  Mexico.    Besides  its  expansion  of  facilities  and 
contracted  providers  in  these  areas,  Lovelace  makes  use  of  modern  communica- 
tions technology.    This  142,000  member  HMO  has  established  a  24-hour,  toll-free 
telephone  hotline  that  is  available  statewide.    Each  day  about  200  callers  speak 
with  registered  nurses  who  provide  health  care  advice,  information  about  communi- 
ty services  and  direct  tie-ins  to  state  police  and  emergency  response  services.    All 
Lovelace  providers  are  linked  by  a  common  data  base  that  makes  patient  informa- 
tion available  at  all  sites,  and  on-line  transmission  of  electrocardiograms  and  X- 
rays  makes  it  possible  for  specialists  to  interpret  test  results  for  rural  primary  care 
physicians.    Lovelace  also  is  addressing  rural  transportation  problems  with  a  rural 
"immunization  van,"  a  cooperative  project  of  the  HMO,  the  state  health  department 
and  New  Mexico's  first  lady.    The  van  visits  schools  and  churches  in  more  than  20 
small  communities,  to   provide  age-appropriate  immunizations  in  areas  where  there 
are  no  health  care  facilities. 
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Conclusion 

The  examples  cited  here  illustrate  some  of  the  many  ways  in  which  HMOs  are  ad- 
dressing the  health  care  needs  of  rural  communities.    HMOs  are  able  to  expand  access 
to  primary  care  in  underserved  areas  in  a  number  of  ways.    The  use  of  physician  assis- 
tants and  other  non-physician  clinicians  and  visiting  specialists  enhance  access  to 
needed  services.    Innovative  programs  using  telecommunications  technology  and  mo- 
bile health  units  enable  HMOs  to  bring  services  to  areas  unable  to  support  free-stand- 
ing medical  facilities.    Their  links  to  larger,  regional  health  centers  also  give  HMOs 
the  ability  to  expand  rural  residents'  access  to  secondary  and  tertiary  services. 

HMOs  address  the  concerns  of  rural  providers  in  ways  that  are  also  beneficial  to  their 
patients.  HMOs'  delivery  systems  make  it  possible  for  rural  providers  to  obtain  train- 
ing, access  for  patients  to  specialty  services,  and  professional  backup  when  caseloads 
are  large  or  a  physician  needs  some  time  off.  Affiliation  with  an  HMO  also  can  pro- 
vide reassurance  that  primary  care  physicians  will  not  lose  their  patients  upon  referral 
to  specialists,  while  promoting  continuity  and  coordination  of  care  for  patients. 

In  addition,  the  establishment  of  HMO  facilities  in  underserved  communities  elimi- 
nates the  need  for  individual  physicians  to  finance  start-up  costs.    And  different  risk- 
sharing  arrangements  are  offered  to  physicians  in  rural  and  urban  communities,  in  rec- 
ognition that  rural  doctors  may  operate  on  narrower  margins  than  their  urban  counter- 
parts. 

HMOs  are  making  an  important  contribution  to  meeting  the  unique  needs  of  rural 
communities  and  rural  health  systems.    To  facilitate  these  contributions,  GHAA  has 
developed  an  educational  plan  in  consultation  with  the  Bureau  of  Primary  Health  Care 
to  educate  the  health  care  community  about  issues  and  approaches  in  providing  health 
care  to  the  medically  underserved  through  managed  care.   The  plan  encompasses  three 
two-day  conferences  titled,  "Delivering  Managed  Care  to  the  Underserved  in  Rural  and 
Urban  America,"  scheduled  in  three  locations  in  1994.    These  conferences  will  focus 
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on  how  the  efficiencies  of  managed  care  systems  are  improving  health  care  delivery  to 
vulnerable  populations. 

The  program  curriculum  addresses  a  number  of  topics  including:    physician  supply 
through  recruitment  and  retention  of  physicians  for  rural  areas;  how  ethnic  and  cultural 
differences  affect  the  delivery  of  care;  how  to  establish  and  maintain  relationships  with 
community  health  centers  and  other  "safety  net"  providers;  how  HMOs  are  addressing 
maternal  and  child  care;  and  how  enabling  services  for  special  populations  can  be  im- 
plemented. 

We  are  anxious  to  contribute  to  ongoing  efforts  to  address  the  challenges  of  rural 
health  care,  including  shortages  of  physicians  and  other  clinicians  and  transportation 
problems.    Because  we  emphasize  the  coordination  of  care,  rather  than  simply  the  pro- 
vision or  payment  of  a  service,  HMOs  are  in  a  strong  position  to  continue  to  address 
the  unique  needs  of  rural  communities. 


We  appreciate  the  opportunity  to  submit  testimony  on  this  important 


issue. 
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Out  of  the  total  437  licensed  nursing  homes  in  the  state  of  Iowa, 
about  80%  are  rural  —  approximately  350  facilities.  These  rural 
nursing  homes  employ  about  25,000  people,  serving  approximately 
26,000  elderly  citizens  who  need  long  term  health  care. 

When  you  consider  our  aging  and  population  trends,  the  need  for  long 
term  care  becomes  even  more  important.  Iowa  has  the  highest  per- 
capita  population  of  those  85  and  older,  and  this  is  the  fastest 
growing  segment  of  the  population.  As  younger  people  continue  to 
move  to  bigger  cities,  an  increasing  percentage  of  elderly  people 
are  left  in  rural  communities.  This  leaves  fewer  people  to  provide 
care  for  those  most  likely  to  need  long  term  care  services. 

The  Iowa  Health  Care  Association,  a  trade  association  representing 
health  care  center  providers,  is  extremely  concerned  about  the 
possible  effects  of  health  care  reform  on  rural  nursing  homes  and 
their  residents.  The  following  areas  are  of  prime  interest: 

1.  Emolover  Mandate  to  Pay  for  Employee  Health  Insurance 

A  recent  review  of  Iowa  nursing  home  data  revealed  that  an  employer 
mandate  to  pay  80%  of  their  employees  health  insurance  would  cost  a 
typical  100-bed,  rural  nursing  home  provider  approximately  $91,000 
per  year.  Since  about  50%  of  Iowa  nursing  home  residents  are  on 
Medicaid,  about  one  half  of  these  costs  would  be  borne  by  the 
Medicaid  program. 

2.  Home-  and  Community-Based  Care  Expansion 

He  are  hearing  more  and  more  about  'deinstitutionalizing  the 
elderly"  and  placing  them  in  community-based  services.  This  is 
based  on  a  misconception  that  home-  and  community-based  care  is  a 
less-expensive  alternative  to  nursing  home  care.  This  is  simply  not 
true.  Home/comraunity-based  care  and  nursing  homes  serve  separate 
populations.  One  visit  from  a  home  health  care  nurse  costs  about 
the  same  as  one  full  day  of  nursing  home  care. 

These  initiatives  would  dramatically  affect  the  rural  long  term  care 
delivery  system.  Let's  not  forget  what  happened  in  the  1980 's  when 
government  decided  to  deinstitutionalize  the  mentally  ill  and  our 
homeless  population  increased  exponentially. 

Currently,  Iowa's  rural  nursing  homes  are  the  brightest  spot  in 
rural  health  care.  They  are  often  the  largest  employers  in  the 
community.  They  are  the  experts  on  health  care  and  aging.  They  are 
often  the  sole  health  care  provider  within  many  miles.  And,  many 
rural  nursing  homes  are  branching  out  to  offer  services,  such  as 
home-delivered  meals  and  adult  day  care,  that  can  enhance  the 

%rtuality  of  life  for  the  frail  elderly  and  disabled  who  live.,at  home, 
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IHCA  suggests,  that  if  more  community-based  services  are  desired, 
incentives  should  be  offered,  and  restrictions  removed,  that  would 
allow  rural  nursing  homes  to  offer  these  services  in  their 
communities.  We,  as  a  society,  do  not  have  the  luxury  of  unlimited 
finances  and  human  resources.  Let's  effectively  use  the  resources 
we  have  in  rural  Iowa,  rather  than  adding  new  programs  through  new 
organizations.  Nursing  home  providers  already  have  the  necessary 
professional  staff  and  economies  of  scale  that  would  allow  them  to 
cost-effectively  offer  these  services.  A  number  of  them  could  use 
help  assessing  community  needs  and  determining  how  to  adapt  —  in 
offering  anything  from  home-health  care  to  providing  subacute  care. 
One  idea  would  be  to  develop  transition  grants  similar  to  what  is 
offered  for  hospitals  that  would  help  rural  nursing  homes  make 
necessary  modifications  to  meet  community  needs. 

3.   Medicare  Cuts 

Many  nursing  homes  must  eventually  increase  their  ability  to  provide 
care  to  more  acutely  ill  patients  to  remain  competitive  under  health 
care  reform.  One  way  nursing  homes  have  started  to  do  this  is  by 
serving  "subacute"  care  patients.  These  are  patients  who  are  sicker 
than  the  typical  long  term  care  residents.  They  may  need 
rehabilitation,  but  not  intensive-care  services.  Examples  may 
include  care  for  patients  who  need  ventilators,  intravenous  therapy, 
wound  care,  and  care  for  head  trauma.  In  the  past,  subacute  care 
patients  have  been  served  in  hospitals  —  but  this  is  changing  as 
health  care  reform  moves  people  to  the  most  cost-effective  settings. 

To  allow  rural  nursing  homes  to  compete  in  this  area,  IHCA  suggests: 
1.)  No  further  cuts  in  Medicare;  2.)  Repeal  the  three-day  prior 
hospital  stay  requirement;  3.)  Remove  barriers  to  the  provision  of 
respiratory  therapy;  4.)  Eliminate  payment  differentials  under 
Medicare  for  physicians  practicing  in  hospitals  vs.  nursing  homes, 
and  urban  vs.  rural  settings;  and,  5.)  Offer  incentives  for  capital 
formation  for  nursing  home  providers  moving  into  the  subacute  arena. 

f.   Managed  Care 

Managed  care  and  health  alliances  are  possible  health  care  delivery 
options  that  have  been  promoted  for  improved  access  and  lower  costs. 
At  this  time,  most  health  reform  proposals  do  not  immediately 
include  nursing  homes  into  these  systems.  In  reality,  it  is 
Inevitable  that  nursing  homes  will  be  brought  in  as  insurers  seek  a 
cost-effective  array  of  services  for  their  clients. 

As  the  managed  care  philosophy  moves  ahead,  we  advocate  proceeding 
with  caution  for  two  reasons.  First,  many,  if  not  most,  of  Iowa's 
rural  nursing  homes  are  not  computerized.  We  believe 
computerization  is  necessary  to  give  facilities  enough  quality  and 
cost  data  to  play  in  the  managed  care  game.  Second,  the  concept  of 
managed  care  is  to  move  patients  to  less  costly  settings  as  quickly 
as  possible.  This  may  work  in  urban  settings.  But,  in  rural 
environments,  patients  may  have  to  be  moved  many  miles  away  from 
their  communities  for  this  to  happen.  Also,  it  is  important  to 
recognize  that  roost  nursing  home  residents  are,  on  average,  cared 
for  about  two  years.   We  need  to  show  sensitivity  to  the  fact  that 
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Mr.  Chairman  and  members  of  the  Committee.    We  appreci<;r.e  thr 
opportunity  to  discuss  the  unique  situations  facing  agriculture  in 
the  current  debate  on  health  care  reform  and  present  the  view.<:   -r 
the  National  Association  of  Wheat  Growers  (NAWG)  as  the  ijial^..^..^ 
continues  to  unfold. 

Deductibility.  In  the  past,  self-employed  individuals  have  been 
able  to  deduct  as  much  as  25  percent  of  their  health  care  premiDins 
Currently,  no  deduction  exists.  The  NAWG  believes  thi^l  f  r  ^  >c 
fairness  should  be  given  to  all  businesses,  regardless  of  B-Jze. 
Therefore,  we  request  that  any  health  care  legislation  pei manenl i y 
extend  100  percent  deductibility  of  health  care  premiums  lo  the 
self-employed. 

Employer  mandates .  We  believe  that  farmers  should  remain  free  to 
decide  whether  to  provide  health  insurance  for  their  employees. 
Because  small  businesses  are  currently  not  required  to  provide 
health  insurance,  employer  mandates  stand  to  be  a  substantial  new 
economic  burden  to  our  producers. 

Tax  Incentives.  We  are  very  encouraged  that  rural  America  has 
received  attention  in  a  variety  of  the  proposals  currently  before 
Congress.  Many  of  the  problems  in  small  towns  stem  from  the  lack 
of  health  care  providers  and  the  vast  distances  between  farms  and 
health  care  facilities.  The  NAWG  would  like  to  see  any  new  health 
care  legislation  provide  tax  incentives  and  federal  grants  to 
improve  the  supply  of  health  care  for  rural  residents. 

Pooling.  The  NAWG  also  supports  pooling  and  other  successful 
concepts  of  agricultural  purchasing  groups  that  allow  farmers  to 
establish  their  own  health  purchasing  cooperatives.  i  -"n^-^"  -nd 
other  small  businesses  should  be  afforded  the  same  opporLunxtie; .  as 
large  corporations  to  lower  their  health  care  costs  by  giving  them 
the  purchasing  power  to  negotiate  rates  with  insurance  companies. 

Workers  Compensation.  Workers  compensation  reprt.;ciu,.  ; 
significant  portion  of  payroll  for  most  of  our  producers.  The  NAWG 
would  like  to  explore  the  opportunity  of  merging  the  medical 
portion  of  workers  compensation  into  any  new  health  care  sys*' •'"'n 


"WHEAT  DOLLARS  ARE  IMPORTANT  TO  THE  I^TIOI^L  ECONOMY  AND  YOUR  BUSINESS" 
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Portability.  The  custom  harvester  industry  is  responsible  for  the 
harvesting  of  the  majority  of  small  grain  crops  raised  by  their 
farmer  customer.  Wheat  farmers  are  the  largest  utilizers  of  the 
custom  harvesters'  services.  Because  of  the  transient  nature  of 
their  business,  custom  harvesters  would  not  be  covered  under  the 
"regional"  proposals  in  some  health  care  plans.  Portability  of 
coverage  is  an  essential  requirement  in  order  to  ensure  complete 
coverage  for  the  custom  harvesters  and  all  wheat  producers  in 
general . 

Thank  you  again  for  the  opportunity  to  express  our  position  on  the 
effects  of  health  care  reform  on  rural  America.  We  look  forward^to 
working  with  you  as  legislation  continues  to  be  developed. 
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EXECUTIVE  SUMMARY:  The  nation's  1,000  consumer-owned,  not-for-profit  rural  electric 
systems,  their  25  million  consumer-owners  and  their  national  association,  the  National  Rural 
Electric  Cooperative  Association  (NRECA)  have  had  specific  interests  in  health  care  in  rural 
America  for  more  than  40  years.  NRECA  is  the  primary,  self-insured  health  care  insurer  of  more 
than  131,000  rural  electric  employees,  managers,  attorneys  and  directors,  has  commissioned  a 
variety  of  studies  on  health  care  issues  in  rural  America,  and  has  more  than  40  years'  practical 
experience  dealing,  hands  on,  with  a  multitude  of  problems  that  exist  with  the  present  rural  health 
care  delivery  system. 

Because  rural  electric  systems  are  consumer  owned,  and  because  those  consumers  make  up  their 
boards  of  directors  and  membership,  NRECA,  long  ftustrated  with  the  mounting  threats  to  cost- 
effective,  accessible  health  care  systems  in  rural  areas,  has  sought  viable  alternatives  to  today's 
rural  health  care. 

NRECA  applauds  initiatives  to  reform  health  care  delivery  and  financing,  but  suggests  that  no 
proposal  deals  adequately  with  rural  health  care.  The  Administration's  plan  does  not  address 
health  care  financing  in  rural  America  and  instead  advocates  the  formation  of  mandatory  regional 
alliances  that  would  impose  flat  community  ratings  which  would  exacerbate  rural  America's 
competitive  disadvantages  in  health  care.  NRECA-i.e.,  rural  electric  systems-have  been  named 
exempt  corporate  alliances  in  the  Administration's  proposal;  however,  punitive  financial 
disincentives  are  imposed  on  these  alliances.  So-called  managed  care  is  not  a  workable  option 
for  rural  areas,  many  of  which  have  precious  little  care  to  manage. 

At  the  direction  of  its  men-'iership,  NRECA  is  fine  tuning  a  proposal  that  deals  fairiy,  equitably 
and  cost-effectively  with  health  care  financing  for  all  of  rural  America  by  organizing  the 
currently  fragmented  purchasing  power  of  rural  Americans  and  utilizing  the  existing  rural  electric 
systems'  network. 
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Testimony  of  J.  C.  Roberts  2 

Mr.  Chairman,  Members  of  the  Committee,  I  am  pleased  to  submit  this  testimony  on  behalf  of 
the  nation's  1 ,000  consumer-owned,  not-for-profit  rural  electric  systems,  which  provide  electric 
service  to  more  than  25  million  consumers  in  the  rural  areas  of  46  states.  I  am  Jim  Roberts, 
president  of  the  Board  of  Directors  of  the  National  Rural  Electric  Cooperative  Association 
(NRECA),  the  Washington-based  national  service  organization  of  these  rural  electric  systems. 
I  am  also  general  manager  of  South  Plains  Rural  Electric  Co-op,  Lubbock,  Texas. 

I  am  submitting  this  testimony  at  the  direction  of  NRECA's  general  membership,  whose  concerns 
with  rural  health  care  are  of  long  standing. 

Before  I  get  to  our  membership's  recommendations  with  regard  to  health  care,  I'd  like  to  provide 
the  Committee  with  a  short  history  that  underlines  our  rationale  for  interest  in  the  subject  of 
health  care  and  health  care  reform. 

NRECA  has  for  many  years  been  deeply  immersed  in  issues  of  health  policy.  In  this  regard,  the 
Association  has  sponsored  studies  such  as  "Health  Care  Needs,  Resources  and  Access  in  Rural 
America,"  "The  NRECA  Survey  of  Health  Coverage  in  Smaller  Firms,"  "The  NRECA  Plans  and 
the  Minimimi  Health  Benefit,"  and  "Managed  Care  Plans  in  Rural  America."  NRECA  is 
currently  updating  "Health  Care  Needs,  Resources  and  Access  in  Rural  America"  for  distribution 
later  in  the  spring  of  1994. 

In  the  case  of  all  of  these  reports,  surveys  and  studies,  NRECA's  experience  with  its  own  group 
trust,  which  includes  more  than  131,000  covered  lives  in  752  rural  electric  systems  in  most  of 
the  46  states  served  by  rural  electric  systems,  served  as  a  data  base  and  a  point  of  departure. 

Rural  electric  systems  are  strong  players  in  the  economic  development  of  rural  America,  and 
there  is  an  inherent  willingness  to  continue  that  role.  However,  professional  rural  development 
experts  and  cooperative  employees,  managers  and  directors  understand  that  accessible,  affordable, 
effective  local  health  care  is  vital  to  business  retention,  expansion  and  attraction.  Without  a 
healthy  health  care  system,  a  community  cannot  expect  a  healthy,  growing  economy. 

Because  of  these  interests,  and  because  of  a  general  concern  for  the  health  care  needs  of  rural 
electric  consumers,  NRECA,  through  its  economic  development  activities  and  through  its 
insurance  program,  has  focused  on  health  care.  Economic  development  resource  teams  that 
voluntarily  help  communities  assess  their  economic  development  problems  and  opportunities 
include  experts  in  rural  health  care.  NRECA  and  several  of  its  members  have  explored  utilizing 
the  cooperative  model  as  a  health  care  delivery  mechanism  in  rural  America.  NRECA  staff  and 
membership  have  actively  participated  in  community  assessments  that  assist  in  the  formulation 
and  implementation  of  local  area  health  plans  that  maintain  local  health  care  institutions  and  curb 
the  alarming  flight  of  health  care  dollars  from  mral  communities  to  urban  areas.  NRECA's 
member  systems  have  actively  participated  in  local  health  care  programs  with  national 
implications,  including  workplace  cancer  prevention  and  seniors'  medical  self-care. 

Rural  electric  systems,  through  their  national  association,  have  actively  promoted  the  development 
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and  deployment  of  technologies  that  work  for  rural  areas,  for  example,  the  Medical  Link  program 
that  has  been  fiinded  annually  in  Agriculture  Appropriations. 

Our  studies  of  health  care  financing  and  delivery  systems  in  rural  areas  have  given  us  an 
appreciation  for  the  complexities  of  these  issues. 

Our  experience,  frequently  as  the  only  or  one  of  a  very  few  insurance  providers  in  a  rural  area, 
has  sensitized  us  to  the  existence  of  health  care  issues  that  simply  don't  exist  in  urban  areas. 

Our  experience,  fiirther,  has  taught  us  that  the  delivery  of  health  care  in  rural  areas  confronts 
some  of  the  very  obstacles  that  make  the  delivery  of  electric  service  in  those  same  areas  difficult: 
distance,  low  population  density  (lack  of  critical  mass)  and  a  flagging  rural  economy. 

We  recognize  that  we  are  still  learning  about  health  care  delivery  and  financing  in  rural  areas, 
and  certainly  about  health  care  reform  and  the  possible  means  of  transforming  our  current  health 
care  system.  We  are  still  learning  from  NRECA's  members  about  their  views  on  these  important 
issues,  as  well. 

We  applaud  the  Administration's  commitment  to  reforming  the  health  care  financing  and  delivery 
system.  The  Administration's  proposal  is  a  vital  first  step  in  addressing  the  problems  that  exist 
in  these  critical  areas. 

Perhaps  the  greatest  challenge  facing  Congress  and  the  Administration  with  respect  to  health  care 
reform  is  how  to  make  reform  work  in  rural  areas.  Riu-al  areas  share  the  problems  encountered 
by  urban  areas  but,  in  addition,  face  even  bigger  problems:  inadequate  resources,  infrastructure 
and  personnel  to  provide  medical  care.  These  additional  disadvantages  in  rural  delivery  and 
financing  systems  dictate  that  the  lu^ban  focus  of  the  Administration's  proposal,  as  well  as  the 
other  plans  already  introduced,  will  not  meet  the  needs  of  reform  in  rural  areas. 

The  Administration  proposal-indeed  all  of  the  comprehensive  health  proposals  pending  before 
the  Congress-have  one  major  component  in  common:  the  virtual  absence  of  a  comprehensive 
solution  to  health  costs  and  access  issues  in  rural  areas.  Those  provisions  included  in  the  various 
plans  which  seem  to  target  specifically  rural  issues,  while  welcomed  as  a  much  needed  first  step, 
are  limited  in  scope  and  fundamentally  do  nothing  to  begin  to  bring  "competition"  to  rural  areas. 

Indeed,  in  many  rural  areas,  it  is  difficult  to  rationalize  the  two  concepts  of  "managed 
competition"  with  the  "scarcity"  of  services,  facilities,  equipment  and  personnel.  It  is  difficult 
indeed  to  manage  competition  when  there  is  but  one  health  care  provider  and  the  nearest  acute 
care  facility  is  an  hour's  drive  or  more,  a  situation  not  infrequent  in  some  of  the  westem  and 
Great  Plains  states. 

The  Administration's  plan,  which  will  be  the  focus  of  the  remainder  of  these  remarks,  has  an 
explicit  urban  focus  and  does  not  even  address  financing  in  rural  areas. 
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As  a  corollary  to  this,  mandatory  regional  alliances  imposing  flat  community  ratings  will  cause— 
and  continue-a  severe  cost  shift  of  rural  health  care  dollars  into  urban  delivery  systems.  This 
can  only  exacerbate  the  competitive  disadvantages  against  which  rural  America  must  already 
struggle. 

The  Administration  proposal  offers  no  economic  incentives  for  accountable  health  plans  to  begin 
to  develop  HMOs  and  other  similar  networks  in  rural  areas. 

In  fact,  NRECA-the  rural  electric  systems  insured  by  NRECA-is  specifically  cited  as  "exempt 
corporate  alliance,"  and  as  such  may  exist  alongside  the  mandatory  regional  alliances  proposed 
by  the  Administration.  However,  the  cost  disincentives  built  into  the  definition  of  "exempt 
corporate  alliance"  leaves  one  to  wonder  whether  what  is  perhaps  intended  to  be  bootstrap 
assistance  might  be,  instead,  a  heel  grinding  on  the  neck. 

Again,  the  wave  of  the  fiiture  for  health  care  delivery  and  financing  is  "managed  care,"  but 
apparently  not  for  rural  America,  according  to  the  Administration  plan  and  others. 

NRECA's  members  displayed  their  disappointment  at  rural  America's  treatment  as  an 
afterthought  in  all  the  health  care  reform  proposals,  including  the  President's,  through  a  strong 
resolution  calling  for  NRECA  to  become  "proactive"  in  developing  a  comprehensive  rural  health 
care  delivery  and  financing  proposal  that  could  be  incorporated  into  any  reform  package  passed 
by  the  Congress,  keeping  in  mind  the  special  needs  of  rural  America. 

Let  me  quote  the  final  paragraph  of  that  resolution  passed  by  more  than  10,000  rural  electric 
representatives  attending  NRECA's  Annual  Meeting  in  February:  "We  acknowledge  that  the 
availability  of  health  care  in  rural  America  is  vital  to  attracting  new  and  retaining  existing 
business.  Therefore  we  strongly  urge  NRECA  management  and  staff  to  take  a  proactive  role  in 
working  with  Congress  to  develop  a  health  plan  which  will  address  the  problems  of  health  in 
rural  America  so  that  human  and  economic  resources  can  more  efficiently  be  used  to  promote 
economic  growth  and  development.  We  pledge  our  active  support  in  working  to  achieve  those 
goals." 

I  have  attached,  for  your  information,  a  copy  of  that  resolution.  Support  for  Health  Care 
Reform. 

NRECA  is  at  present  working  to  fulfill  that  directive—the  submission  of  this  testimony  is  one 
aspect  of  that— and  is  currently  fine-tuning  a  mechanism  for  organizing  the  fragmented  purchasing 
power  of  rural  Americans  by  utilizing  the  existing  rural  electric  system  network. 

In  closing,  let  me  quote  from  a  resolution  entitled  Rural  Electric  Viewpoints,  a  resolution  that 
been  unanimously  approved  by  the  NRECA  membership  every  year  since  1969;  "We  believe 
the  rural  electric  cooperatives  have  major  responsibilities  for  helping  to  raise  the  standard  of 
living  and  for  improving  the  productivity  and  the  opportunity  for  economic  prosperity  in  an  ever- 
changing  rural  America." 
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We  take  that  viewpoint  and  that  pledge  quite  seriously,  as  it  represents  the  collective  instruction 
of  more  than  25  million  rural  electric  consumers  in  46  states,  and  it  is  this  spirit  that  we  offer 
our  cooperation  to  the  Committee  and  to  other  interested  Committees  of  Congress  and  to  the 
Administration  in  the  formulation  and  refinement  of  a  health  care  delivery  and  financing  plan  that 
is  equitable  for  all  rural  Americans,  that  does  not  attempt  to  re-invent  the  wheel,  but  to  build  on 
available  resources  in  place,  and  that  does  its  level  best  to  achieve  the  objectives  outlined  by  the 
membership  to  me  and  to  the  staff  of  NRECA. 

Thank  you  for  the  opportunity  to  submit  this  testimony.  I  will  be  happy  to  respond  to  any 
questions. 


265 


NA5ULGC  National  Association  of  Slate  Universities  and  Land-Grant  Colleges 

March  25,  1994 

The  Honorable  Kika  dc  la  Garza 
United  States  House  of  Representatives 
Washington,  DC  205 15 

Dear  Chairman, 

W«  would  like  to  thank  Chairmen  de  la  Garza  and  the  members  of  the  U.S.  House  of  Representatives 
Committee  on  Agriculture  for  allowing  us  to  submit  testimony  iiiti3  the  record  of  the  March  1 7,  1994 
hjariiy  on  Ri»ai  Health  Care  Reform.  I  am  writing  on  behalf  of  the  scientists  and  educators  that 
specialize  in  the  human  sciences  and  human  ecology,  as  represented  by  the  Board  on  Home  Economics  of 
the  National  Association  of  State  Universities  and  Land-Grant  Cofleges. 

Our  community  is  very  interested  and  is  engaged  in  studying  the  very  subject  of  this  hearing:  the 
'mplications  for  niraJ  ciuzens  of  the  varioit?  health  care  reform  bills.  We  are  specifically  concerned  about 
tlji  implications  of  legislation  on  the  well-being  of  the  elderly,  our  youth  and  our  families.  In  our 
testimony  we  identify  some  of  the  unique  human  resource  issues  wiiich  will  define  the  impact  of  health 
cara  legislation  on  rural  communities.  We  address  the  need  to  address  access  to  health  care  services  in 
n>jral  settings,  rural  occupational  health  needs  and  the  need  to  coordinate  existing  and  needed  services. 
Rurel  commimities  share  in  the  same  problems  facing  urban  communities,  but  also  have  unique  problems 
and  challenges  that  muist  be  addressed  if  we  are  to  implement  a  Health  Care  Reform  policy  which 
addresses  the  needs  of  all  Americans. 

Because  many  of  the  Colleges  of  human  ecology  and  human  sciences  are  divisions  of  Land-Grant 
Universities,  we  have  a  unique  history  of  studying  the  human  resource  needs  of  rural  America.  Our 
history  of  studying  the  unique  human  resource  elements  of  rural  America  has  put  us  in  a  position  to  bring 
impoitant  resources  to  the  Health  Cme  discussion  as  it  relates  to  rural  Ajnerica. 

However,  gaps  still  exist  in  the  rural  human  resource  knowledge  base  and  the  cducalion  inlrastructuc  of 
IhcSe  ajxas.  In  order  to  remedy  this  situation  it  is  imperative  thirt  the  Federal  Government  continue  to 
juppor:  basic  human  sciences  research  and  health-related  education  in  these  times  of  economic  belt 
tj^tuning. 

We  applaud  your  diligence  in  addressing  the  issues  of  rural  America  and  look  forward  to  working  with 
you  in  the  future  to  insure  that  the  concerns  of  rural  America  continue  to  receive  the  attention  they 
deserve. 

Sincerely, 


Barbara  Stowe 

Chairwoman  Board  on  Home  Economics  / 

Administrative  Heads  of  Home  Economics 

OneOupiom  Circle,  NW  Suite  710  •  Washington,  DC  200i6  -  1 1"*!   •  (202)  77S-081«  -  Fax  (202)  296-6456 
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The  Role  of  Colleges  of  Human  Ecology/Human  Science  in  the 
Health  Care  Systems  of  Rural  America 


The  health  and  well-being  of  individuals  and  their  families  is  of  phmary  concern  to 
professionals  in  colleges  of  human  ecology/human  sciences.  These  colleges  are 
distinguished  by  an  interdisciplinary  approach  to  problem  solving.  That  is,  they  bring 
together  physical,  biological,  and  social  scientists  to  study  human  concerns  from  a 
system  perspective.  Areas  of  study  usually  include: 

life  span  human  development  and  family  studies; 

family  resource  management; 

food  science,  human  nutrition  and  dietetics; 

textile  science,  and  apparel  and  textile  design  and  marketing; 

housing  and  interior  design;  and 

food  service  and  hospitality  management. 

Colleges  of  human  ecology/human  sciences  are  frequently  divisions  of  land-grant 
universities  and  thus  bear  a  special  responsibility  to  address  the  needs  of  rural 
Americans.  As  colleges  in  the  land-grant  system,  their  missions  include  resident 
instruction,  research,  and  cooperative  extension.  The  county  extension  system  is  an 
especially  ^ood  model  for  access  in  addressing  concerns  of  rural  Americans. 


Rural  Health  Concerns 

Health  care,  while  broadly  recognized  as  a  national  problem  is  a  distinctively 
different  system  in  rural  communities.  Shortages  and  accessibility  of  health  care 
services  and  providers,  the  needs  of  children  and  the  elderly,  as  well  as  insurance 
concerns,  provider  reimbursement  models  and  patient  costs  reflect  problems  identified 
with  the  traditional  system  of  health  care. 

Americans  living  in  rural  communities  comprise  a  significant  segment  of  health  care 
consumers  yet  suffer  disproportionately  from  isolation  and  gaps  in  rural  service 
delivery  systems  and  a  lack  of  organized  health  promotion  programs.  Too  often,  urban 
models  of  health  care  delivery  are  imposed  on  rural  communities.  Yet  the  unique 
needs  of  rural  citizens  and  the  social  structures  of  rural  communities  require  the 
development  of  health  care  strategies  that  are  rural,  not  simply  non-urban. 
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For  example,  rural  citizens  are  more  likely  to: 

live  in  depopulating  communities: 

live  in  poverty; 

suffer  from  poor  nutrition: 

experience  transportation  difficulties; 

work  in  hazardous  occupations; 

have  limited  medical  resources; 

be  either  very  young  or  very  old;  and 

suffer  from  chronic  rather  than  acute  conditions. 

Specifically,  rural  health  care  concerns  include: 

access  to  rural  health  care  services  (availability  and  transportation); 

the  rural  elderly; 

rural  maternal  and  child  health; 

rural  occupational  health; 

coordination  of  services; 

comprehensive  case  management; 

lack  of  preventative  and  educational  services;  and 

social  service  support  for  children/elderly/disabled. 

The  Role  of  Colleges  of  Human  Ecology 

Researchers,  educators  and  extension  faculty  in  human  ecology  have  always  been 
involved  in  health  care  which  includes  human  nutrition  and  food  safety;  marriage  and 
family  therapy;  design  of  protective  clothing  and  housing  environments;  and 
community  development.  Extension  faculty  present  the  research  and  teachings  of  the 
university  to  the  rural  public. 

Human  ecologists  continue  to  conduct  basic  research  and  health-related 
education,  but  changes  in  health  care  priorities  indicate  additional  roles  for  them. 

The  changes  in  priorities  are  moving' 

From  To 

Acute  inpatient  care  A  continuum  of  care 

Treating  illness  Maintaining  wellness 

Caring  for  the  individual  patient  Case  management  for  families 

Filling  beds  Care  provided  at  the  appropriate  level 

Managing  an  organization  Managing  a  service  network 
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Human  ecologists/human  scientists  have  an  opportunity  and  a  responsibility  to 
collaborate  with  the  medical  system  and  other  providers  to  tailor  a  health  care  system 
which  meets  the  contemporary  needs  of  rural  Americans  in  their  unique,  rural  context. 
Colleges  of  human  ecology/human  science  are  in  a  singular  position  to  apply  the 
research,  educational  and  extension  expertise  of  their  interdisciplinary  faculties  to 
bring  new  and  creative  strategies  to  bear  on  the  rural  health  care  system. 

Human  ecologists/human  scientists  working  as  teaching,  research  and  extension 
faculty,  as  well  as  those  in  the  field  have  the  expertise  and  are  positioned  to  play 
several  critical  roles  related  to  the  above  stated  priorities. 

Human  ecologists/human  scientists  view  individual  and  family  interaction  with 
health  care  providers  as  part  of  an  overall  continuum  of  care.  Such  a  continuum  of 
care  refers  to  more  than  the  provision  of  various  levels  of  medical  care,  therefore, 
human  ecologists  form  working  partnerships  with  federal,  state  and  local 
governmental  agencies  and  private  organizations.  They  work  with  departments  of  rural 
health,  health  and  human  services,  aging,  child  protection,  education,  and  agriculture 
to  address  the  continuum  of  care  domains  of: 

•  wellness  and  disease  prevention/education; 

•  adequate  and  appropriate  housing; 

•  education; 

•  financial  management; 
«  safe  and  healthy  food; 

•  child  and  adult  care;  and 

•  programs  which  support  the  health  and  well-being  of  families  as  caregivers  of  their 
members  and  as  caretakers  of  the  community. 


Funding   needs 

Significant  resources  must  be  available  for  interdisciplinary  work,  demonstration 
and  applied  research  projects,  as  well  as  innovative  teaching  and  research  strategies 
which  bring  a  new  focus  to  health  care  systems. 

•  Funding  which  encourages  human  ecologists/human  scientists  and  medical 
colleagues  to  develop  joint  projects  which  address  the  health  care  needs  and 
coordination  of  services  for  rural  Americans  from  a  systems  perspective  is 
imperative. 

•  Extension  faculty,  who  are  expert  at  community  network  building  and  strategic 
planning,  are  ready  to  conduct  demonstration  projects  across  the  country  in  which 
all  segments  of  rural  communities  come  together  to  understand  their  own 
limitations,  assets  and  responsibilities,  to  recognize  the  economic  and 
supply/demand  realities  of  medical  professionals  and  to  work  together  to  develop 
community  continuum  of  care. 
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•  An  undergraduate  major  producing  educators  to  work  within  community  health  care 
continuum  will  respond  to  the  now  recognized  need  for  life-span,  community  wide 
wellness  and  health  promotion  education  which  enables  individuals  to  take 
responsibility  for  their  own  and  their  family's  health  management. 

•  Funding  for  programs  to  help  qualified  human  ecologists/human  scientists  re-train 
as  health  care  educators  would  provide  a  source  of  providers  already  living, 
working  and  committed  to  their  rural  communities. 

•  Resources  are  needed  to  develop  alternative  information  systems  and  teaching 
methods  (i.e.  television,  telemedicine,  interactive  television  for  educational 
programs)  which  will  reach  rural  and  elderly  persons  to  inform  them  about  health 
promotion,  wellness,  disease  prevention  (i.e.  eaHy  warning  signs)  and  how  to 
access  and  use  services. 

Rural  health  care  in  America  is  in  crisis.  The  health  and  well-being  of  rural 
individuals  and  their  families  Is  of  primary  concern  to  professionals  in  colleges  of 
human  ecology.  While  no  single  discipline  can  resolve  the  crisis,  human 
ecologists/human  scientists,  through  systems-based  interdisciplinary  work  are  in  a 
unique  position  to  bring  together  professionals  from  basic  science,  the  health 
professionals  and  social  agencies  and  individuals  to  address  rural  health  care  in 
America.     > 

As  public  and  private  sources  of  funding  for  health  care  become  increasingly 
scarce,  individuals  and  families  must  become  active  participants  in  their  own  health 
management,  must  be  informed  consumers  of  health  care  and  responsible  community 
citizens.  Human  ecologists/human  scientists  are  positioned  to  advance  this  cause  in 
rural  America. 


1      Adapted  from  Heafth  Systems  Integration  Study,  David  Shorten.  Ph.D.  Northwestem  University:  and 
David  Anderson,  KPMG  Peat  Marwick.  1992  as  described  in  "Caring  for  Tomorrow"  a  publication  of  the 
Edwards  County  Kansas  Hospital  &  Health  Care  Board  of  Trustees. 
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THURSDAY,  JUNE  9,  1994 

House  of  Representatives, 
Committee  on  Agriculture, 

Washington,  DC. 
The  committee  met,  pursuant  to  call,   at   10:10  a.m.,  in  room 
1300,  Longworth  House  Office  Building,  Hon.  E  (Kika)  de  la  Garza 
(chairman  of  the  committee)  presiding. 

Present:  Representatives  Stenholm,  Volkmer,  Long,  Peterson, 
Clayton,  Inslee,  Barlow,  Pomeroy,  McKinney,  Baesler,  Thurman, 
Gunderson,  Barrett,  Doolittle,  Kingston,  Goodlatte,  Canady,  Smith 
of  Michigan,  and  Lucas. 

Staff  present:  Jan  Rovecamp,  clerk;  Merv  Yetley  and  Dennis 
Lambert. 

OPENING  STATEMENT  OF  HON.  E  (KIKA)  de  la  GARZA,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  TEXAS 

The  Chairman.  The  committee  will  be  in  order. 

We  meet  today  to  continue  our  review  of  the  implications  on 
rural  America  of  the  various  health  care  reform  proposals  now  be- 
fore the  Congress. 

This  will  be  our  second  hearing  on  this  most  important  issue.  At 
our  previous  hearing,  we  had  a  number  of  excellent  witnesses,  from 
producer  organizations,  other  associations  representing  rural  citi- 
zens who  helped  us  understand  the  uniqueness  of  our  rural  health 
problems. 

Today's  hearing  we  would  concentrate  more  on  the  people  in 
rural  America  who  need  better  and  more  secure  health  coverage. 
Today  we  focus  on  those  who  find  it  very  difficult  to  obtain  health 
insurance,  either  because  of  their  income  level  or  because  the  in- 
surance companies  consider  their  occupations  too  risky. 

We  will  hear  from  those  directly  involved  in  providing  health 
care  to  our  rural  citizens.  We  hope  they  can  help  us  better  under- 
stand the  problems  they  see  and  how  health  care  reform  can  ad- 
dress these  issues. 

As  I  said  before,  and  I  repeat,  we  do  not  have  jurisdiction  over 
the  health  care  legislation.  But  to  the  extent  this  historic  debate 
involves  rural  America,  I  would  suggest  this  committee  has  a  re- 
sponsibility to  highlight  the  unique  concerns  of  our  Nation's  farm- 
ers, farmworkers,  rural  businesses,  and  rural  citizens. 

While  we  are  not  asking  witnesses  to  comment  directly  on  health 
care  legislation  now  being  considered,  we  hope  they  can  help  us 
identify  the  most  critical  issues  and  problems  facing  rural  citizens 
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and  any  possible  solutions  that  can  help  us  truly  fashion  a  work- 
able health  care  reform  package. 

What  we  derive  from  these  hearings,  we  will  personally  forward 
to  the  committees  of  jurisdiction  and  also  submit  copies  of  the 
record  to  them. 

The  first  panel  that  we  have  is  Mr.  Stenholm  of  Texas  and  Mr. 
Roberts  from  Kansas.  We  will  hear  from  Mr.  Stenholm,  if  you  are 
ready. 

Mr.  Stenholm.  I  would  yield  to  Mr.  Roberts,  Mr.  Chairman. 

The  Chairman.  We  will  hear  from  Mr.  Roberts. 

STATEMENT  OF  HON.  PAT  ROBERTS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  KANSAS 

Mr.  Roberts.  Mr.  Chairman,  thank  you  for  the  opportunity  to 
discuss  rural  health  care  legislation  and  the  general  topic  of  health 
care  with  you  today. 

I  am  pleased  to  be  able  to  sit  in  this  capacity  with  Mr.  Stenholm 
and  represent  the  151  members  of  the  House  Rural  Health  Care 
Coalition. 

Mr.  Chairman,  I  would  like  to  summarize  my  statement  and 
would  ask  permission  that  my  full  statement  be  inserted  in  the 
record. 

The  Chairman.  Without  objection,  your  full  statement  will  ap- 
pear in  the  record,  and  also  that  of  Mr.  Stenholm. 

Mr.  Roberts.  Mr.  Chairman  and  my  colleagues,  it  is  obvious 
that  the  rural  health  care  delivery  system  deserves  special  atten- 
tion. The  important  components  of  a  rural  health  care  system  must 
be  clearly  defined  and  understood  by  every  Member  of  Congress. 

Giving  rural  communities  the  tools  they  need  must  be  the  comer- 
stone  of  any  bill  that  is  passed.  So  it  is  for  this  reason  that  Mr. 
Stenholm  and  I  are  introducing  today  in  the  Congress  a  package 
of  what  we  consider  to  be  sensible  rural  health  care  provisions  that 
must  be  included  in  any  health  care  reform  proposal.  The  Rural 
Health  Delivery  System  Development  Act  of  1994,  includes  provi- 
sions that  the  coalition  has  previously  endorsed,  as  well  as  addi- 
tional programs  to  encourage  voluntary  network  development  in 
our  rural  and  underserved  areas. 

I  would  like  to  take  a  little  bit  of  time  to  point  out  some  of  the 
incentives  and  assistance  we  have  included  for  rural  health  care 
providers  and  facilities. 

Let's  talk  for  a  minute  about  the  National  Health  Service  Corps 
program.  The  shortage  of  health  care  professionals  in  rural  areas 
obviously  continues  to  be  a  main  barrier  to  the  access  of  health 
care  services.  For  example,  while  the  United  States  has  approxi- 
mately 2.4  physicians  per  1,000  residents,  82  of  Kansas'  105  coun- 
ties have  less  than  1  physician  per  1,000  residents.  That  gets  a  lit- 
tle tough  if  you  have  about  half  a  doctor. 

Many  programs  aimed  at  improving  access  to  health  care  and  at- 
tracting physicians  to  rural  areas  are  tied  to  the  National  Health 
Service  Corps.  In  determining  assignments  for  National  Health 
Service  Corps  personnel,  areas  designated  as  health  professional 
shortage  areas,  or  HPSA's,  are  given  priority.  In  many  areas,  this 
designation  is  the  most  important  criteria  for  determining  whether 
the  rural  physicians  are  eligible  for  additional  incentives. 
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Unfortunately,  recent  studies  have  indicated  that  this  designa- 
tion is  deficient  in  its  abiHty  to  adequately  define  underserved  pop- 
ulations. 

So  our  legislation  would  do  this,  Mr.  Chairman:  It  would  amend 
the  definition  to  take  into  account  the  high  concentrations  of  Medi- 
care, Medicaid,  and  uninsured  patients  found  in  our  rural  areas  as 
additional  criteria. 

\  It  would  extend  bonus  payments  for  3  years  to  physicians  in 
rural  health  shortage  areas  that  lose  their  designation,  and  it 
would  increase  funding  for  the  National  Health  Service  Corps. 

One  other  issue  that  is  exceedingly  important  is  primary  care  in- 
centives. The  Nation's  supply  of  doctors  grew  nearly  3.5  times  as 
fast  as  the  general  population  during  the  past  decade,  yet  the  per- 
centage of  physicians  training  in  primary  care  has  been  falling 
steadily,  reaching  as  low  as  32  percent  in  the  last  few  years.  This 
shortage  of  primary  care  doctors  constitutes  one  more  barrier  to  ac- 
cess to  health  care. 

This  legislation  that  we  are  introducing,  Mr.  Chairman,  would 
defer  student  loans  for  interns  and  resident  doctors  in  primary  care 
training  programs.  It  would  adjust  the  geographical  indices  to  cor- 
rect for  lower  reimbursement  of  rural  physician  services.  It  would 
expand  the  training  of  mental  health  professionals  and  nurses  in 
our  rural  areas  as  well.  And  it  would  also  redirect  Medicare-sup- 
ported graduate  medical  education  funds  to  support  State  dem- 
onstration projects  to  encourage  primary  care. 

Our  bill,  Mr.  Chairman,  also  includes  assistance  for  rural  health 
facilities.  Our  hospitals  and  our  health  clinics  face  special  problems 
in  meeting  the  needs  of  our  rural  areas. 

We  would  expand  options  for  hospitals  to  provide  emergency  care 
and  establish  a  Federal  Office  of  Emergency  Medical  Services  and 
enhance  services  for  the  air  transport  of  rural  victims  of  medical 
emergencies.  We  add  flexibility  to  the  essential  access  community 
hospital  regulations,  the  famous  EACH  and  RPCH  programs  that 
we  need  to  get  off  the  ground.  It  needs  to  go  further.  We  increase 
funding  for  community  and  migrant  health  center  programs. 

One  of  the  other  provisions  in  the  bill  involves  telemedicine.  This 
expands  the  option  for  rural  medical  facilities  allowing  them  to  es- 
tablish links  with  larger,  more  technological  advanced  facilities. 

Not  all  rural  areas  are  alike,  Mr.  Chairman.  Rural  Kansas  is  dif- 
ferent from  rural  New  York,  and  each  community  must  have  the 
flexibility  to  structure  health  care  delivery  systems  and  to  take  into 
account  some  special  circumstances. 

So  our  legislation  tries  to  help  ensure  that  all  rural  areas  are 
given  the  opportunity  to  expand  services  and  develop  networks  uti- 
lizing the  facilities  and  providers  that  exist  in  each  particular  town 
in  our  community. 

This  legislation  is  not  intended  to  restructure  the  current  health 
care  delivery  system.  We  are  not  going  to  create  any  more  bureauc- 
racy. It  is  crafted  to  support  ongoing  efforts,  including  establishing 
tax  fairness  for  all  the  self-employed,  to  make  health  care  more  ac- 
cessible and  affordable  in  our  rural  areas. 

We  cannot  afford  to  pass  a  national  health  care  reform  plan  that 
does  not  take  into  account  the  special  needs  of  the  rural  health  de- 
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livery  system.  Our  rural  citizens  deserve  access  to  the  same  quality 
of  health  care  as  those  who  live  in  the  urban  areas. 

So,  Mr.  Chairman,  we  think  we  have  a  good  bill.  Mr.  Stenholm, 
who  is  the  cochairman  of  our  coalition,  will  be  introducing  the  bill 
as  of  this  afternoon.  We  think  with  fairness,  if  we  are  able  to  pro- 
vide more  health  care  professionals,  more  doctors,  more  assistance 
for  the  rural  hospitals  and  facilities,  better  emergency  care,  and 
better  telemedicine,  we  will  have  a  good  package. 

Regardless  of  what  bill  is  passed  in  the  Congress,  this  needs  to 
be  part  of  that  package.  I  thank  you,  sir,  for  the  time. 

[The  prepared  statement  of  Mr.  Roberts  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Next,  Mr.  Stenholm. 

STATEMENT  OF  HON.  CHARLES  W.  STENHOLM,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  TEXAS 

Mr.  Stenholm.  Thank  you,  Mr.  Chairman. 

I,  too,  would  summarize  my  statement  and  have  the  entire  state- 
ment as  part  of  the  record  and  add  just  briefly  to  what  Mr.  Roberts 
has  stated  this  morning. 

The  Rural  Health  Care  Coalition  recognizes  that  we  are  one 
small  piece  of  the  larger  health  reform  picture,  but  we  nonetheless 
have  felt  that  during  this  period  of  reform,  it  is  critical  that  the 
concerns  and  needs  of  rural  America  be  heard,  respected,  and  re- 
sponded to. 

We  have  learned  from  our  mistakes  of  the  early  eighties  when 
we  reformed  the  Medicare  system  that  rural  America  got  lost  in 
the  shuffle  in  many  of  the  aspects  of  reform.  We  intend  to  see  that 
that  does  not  happen  this  time. 

We  think  the  bill  we  introduced  today  is  a  good  bottom-up  re- 
view-type of  program  in  which  we  are  trying  to  build  on  the  best 
of  what  rural  America  is  all  about.  What  rural  Americans  would 
appreciate  is  some  help  with  the  tools  they  need  to  deal  with  their 
local  problems. 

They  want  to  be  able  to  create  the  systems  that  meet  their  local 
needs,  and  this  is  true  whether  we  are  talking  about  health  care, 
business  development,  education,  farm  programs  or  any  other  as- 
pect of  rural  life.  That  philosophy  is  precisely  at  the  core  of  this 
bill  we  are  introducing  today.  Building  on  the  foundation  of  pro- 
grams which  we  know  have  worked  in  the  past  and  incorporating 
some  new  ideas  that  we  believe  will  work  in  the  future. 

We  are  not  seeking  to  prescribe  the  magic  answer  for  the  thou- 
sands of  rural  communities  across  our  country,  but  rather  to  enable 
them  to  come  up  with  their  own  answers.  We  believe  this  is  the 
best  way  to  go  about  it. 

I  will  not  go  into  the  details,  but  this  bill  is  paid  for.  We  believe 
in  the  pay-as-you-go  philosophy  and  the  cost  associated  with  the 
programs  that  we  are  talking  about  are  paid  for.  The  financing 
mechanism  we  have  included  in  the  bill  is  applying  an  affluence 
test  to  Medicare  part  B  premiums.  Those  individuals  making  over 
$100,000  and  couples  with  income  over  $125,000  would  be  asked  to 
pay  a  greater  share  of  their  monthly  premium. 

This  would  Eiffect  2  percent  of  the  Medicare  population  and  would 
generate  revenue  of  $4  billion  over  5  years,  which  we  believe  is 
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adequate  to  meet  the  bill  as  far  as  the  provisions  pertaining  to 
rural  health  care  are  concerned. 

The  entire  package  will  be  introduced  today  and  we  will  welcome 
any  and  all  support  of  members  of  this  committee.  Speaking  on  be- 
half of  the  151  members  of  the  Rural  Health  Care  Coalition,  we 
hope  that  this  package  will  generate  the  support  to  be  included  in 
any  reform  bill  that  eventually  passes  the  House  of  Representa- 
tives. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Stenholm  appears  at  the  conclu- 
sion of  the  hearing.! 

The  Chairman.  Thank  you  very  much,  gentlemen. 

May  I  ask  a  question  that  probably  we  already  know  the  answer 
to,  but  in  the  health  care  legislation,  whatever  the  end  result  is, 
it  appears  to  be  that  the  thrust  is  to  provide  the  means  to  individ- 
uals, universal  coverage,  and  how  to  pay  for  it  and  that  seems  to 
be  the  thrust  of  the  debate. 

From  part  of  your  testimony,  and  something  that  concerns  us, 
that  will  not  do  any  good  in  rural  America  if  you  don't  have  the 
facility,  if  you  don't  have  the  doctor,  if  you  don't  have  the  clinic, 
if  you  don't  have  the  nurse  practitioners  or  whatever. 

So,  could  we  agree  that  we  need  to  inform  the  committees  of  ju- 
risdiction that  that  is  a  major  factor,  regardless  if  you  give  every- 
one a  card  and  you  say  you  can  go  see  the  doctor  of  your  choice 
when  you  need  it.  If  there  is  not  a  doctor  within  50  miles,  that  card 
is  not  going  to  mean  much  out  in  rural  America. 

Would  you  agree  with  that  statement? 

Mr.  Roberts.  Yes,  Mr.  Chairman.  I  think  that  is  a  very  excellent 
observation.  It  has  been  our  primary  goal  as  members  of  the  coali- 
tion on  a  bipartisan  basis  to  talk  with  the  administration's  des- 
ignated liaison  people  on  health  care.  You  can't  manage  care  that 
is  not  there. 

If  you  are  talking  about  a  group  health  program  or  an  HMO  or 
what  is  now  called  a  health  alliance,  it  used  to  be  called  an  HIPC, 
but  now  it  is  a  health  alliance. 

We  point  out  that  it  may  work  well  in  the  urban  areas  where  you 
have  a  lot  of  folks,  but  in  many  instances,  it  simply  doesn't  work 
where  you  don't  have  the  population. 

The  point  I  was  trying  to  make  early  on  in  this  discussion  when 
we  were  meeting  with  people  from  the  administration  and  also  on 
the  Republican  side  where  we  have  the  Leaders  Task  Force  on 
Health,  is  that  Medicare  reimbursement  now  reimburses  the  small 
rural  hospital  at  88  cents,  maybe  90  cents,  on  the  dollar. 

In  many  of  our  areas,  we  have  hospitals  with  60  beds  or  less  and 
in  each  community.  They  have  already  had  to  pass  a  bond  issue  to 
keep  their  hospital  doors  open.  Many  of  them  are  going  through 
some  very  tough  times.  Under  the  President's  plan,  there  have 
been  some  indications  that  the  Medicare  cuts  would  result  in  71 
cents  on  the  dollar  being  reimbursed. 

How  do  we  make  up  the  difference?  The  answer  was,  well  the 
health  alliance  will  do  that,  but  if  the  health  alliance  doesn't  have 
enough  people  to  make  that  really  function  properly,  we  have  some 
problems.  So  what  Mr.  Stenholm  and  I  are  trying  to  point  out  is 
that  you  can  talk  about  any  health  care  plan  that  you  want,  and 
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we  have  strong  differences  of  opinion  in  the  Congress,  but  without 
really  preserving  the  infrastructure  of  the  rural  health  care  deliv- 
ery system,  you  are  going  to  be  in  a  little  trouble. 

You  could  have  the  best  plan  in  the  world,  but  from  a  practical 
standpoint,  if  we  don't  have  the  doctors  and  the  health  care  profes- 
sionals and  the  clinics  and  the  hospitals — my  favorite  line  that  you 
have  heard  me  say  many  times  before  is,  we  are  going  to  have  a 
lot  of  babies  born  in  pickups  if  we  are  not  careful. 

Now  we  have  to  drive  60,  100,  150  miles  in  my  area. 

Mr.  Stenholm.  I  would  make  a  couple  of  additional  observations 
in  the  spirit  of  the  bill  that  we  introduced  today,  the  bottom-up  re- 
view. We  believe  in  listening  to  the  local  communities,  rather  than 
us  here  in  Washington  trying  to  decide  how  best  to  deliver  health 
care. 

In  the  early  1980's  when  we  reformed  Medicare  the  last  time,  we 
came  up  with  the  imbalances  of  payments  that  almost  killed  rural 
America.  We  were  pa3dng  urban  doctors  and  urban  hospitals  up  to 
40  percent  more  for  doing  the  same  work  because  someone  here  in 
Washington — and  that  was  us,  all  of  us  who  were  in  the  Congress 
at  that  time — came  up  with  formulas  and  we  worked  all  of  this  out 
and  we  shot  rural  America  in  both  feet.  But  we  learned  from  that 
point  forward.  For  example,  today,  we  have  an  Office  of  Rural 
Health  in  HHS  to  help  avoid  those  mistakes. 

Most  of  our  States  have  created  offices  of  rural  health  because 
they  now  recognize  that  rural  America  has  unique  needs  and  must 
be  responded  to  in  a  unique  manner. 

Again,  we  recognize  the  fiscal  restraints.  In  fact,  the  spirit  of  the 
bill  we  introduce  today  is  attempting  to  encompass  many  of  the 
things  that  rural  communities  that  are  struggling  for  survival  have 
already  done. 

I  use  my  home  community  of  Stamford  as  an  example.  We  have 
a  beautiful  70-bed  hospital,  of  which  we  barely  use  10  of  those  beds 
today.  Ten  years  ago,  if  I  would  have  suggested  that  we  need  to 
create  networks  and  regional  health  centers  with  outreach  clinics, 
if  I  had  suggested  that  Abilene,  Texas,  was  going  to  become  the 
center  and  Stamford  was  going  to  be  an  outreach  center,  I  would 
have  gotten  unelected. 

My  community  would  have  said  "No,  we  want  our  hospital.  We 
want  to  deliver  those  services  there,"  but  today  the  local  commu- 
nity is  working  and  we  have  tremendous  cooperation  out  of  the  two 
hospitals  in  Abilene.  I  can  use  other  examples  of  larger  cities  in 
which  the  local  communities  are  recognizing  if  we  are  going  to  de- 
liver universal  care,  it  is  going  to  require  cooperative  effort  and 
people  working  together  to  deliver  the  health  care  in  the  most  effi- 
cient way  possible. 

We  can't  have  everything  we  want  for  everybody  because  we  can- 
not afford  it,  but  if  you  ask  people  how  we  can  deliver  the  best 
health  care  possible  for  all  of  the  people,  they  will  sit  down  and 
work  out  the  answers  to  it. 

We  mention  here  the  critical  need  of  additional  general  practi- 
tioners. We  have  a  tremendous  need  for  that.  In  this  bill,  we  pro- 
vide for  additional  incentives.  But  there  is  another  thing  that  I 
think  we  are  going  to  need  to  build  on,  and  that  is  again  what  local 
communities  all  over  this  Nation  are  doing. 
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Many  of  the  smaller  towns  and  communities  are  providing  schol- 
arships to  say  to  a  young  man  or  woman  in  the  local  community, 
"If  you  will  go  and  become  a  doctor  and  agree  to  come  back  to  this 
community  in  4  years,  we  will  provide  your  college  education."  In 
Texas,  we  are  beginning  with  matching  funds  and  we  could  have 
the  same  matching  funds  concept  in  which  the  local  community 
and  the  State  and  the  Federal  Government  participate  together  in 
providing  the  incentives  for  young  men  and  women  to  become  gen- 
eral practitioners  and  agree  to  come  back  to  rural  America  over  a 
period  of  time. 

Over  a  period  of  time,  we  will  build  the  supply.  It  will  work,  and 
it  will  work  much  better  if  you  have  the  local  input.  This  is  the 
spirit  in  which  we  are  doing  this.  And  I  hope  that  in  our  wisdom, 
all  435  of  us,  we  will  listen  carefully  to  the  local  voices. 

One  of  the  most  interesting  things  about  the  Rural  Health  Care 
Coalition,  we  have  far  more  in  common  with  the  inner  cities  in  re- 
gard to  most  of  the  problems  of  access  and  universal  coverage  than 
we  do  with  any  other  "region"  of  the  country.  And,  therefore,  there 
is  a  great  possibility  of  the  type  of  coalition  building  to  provide  the 
needs,  Mr.  Chairman,  which  you  say  and  recognize  that  we  abso- 
lutely must  have  in  rural  America. 

There  are  great  possibilities  of  coalitions  to  put  together  218 
votes  to  do  that  if  we  will  just  listen  to  each  other. 

The  Chairman.  Are  there  any — it  sounds  like  we  may  be  going 
in  recess.  Are  there  any  questions? 

Ms.  Long. 

Ms.  Long.  I  don't  have  any  questions,  but  I  do  want  to  commend 
both  gentlemen  for  their  fine  remarks  and  also,  to  express  particu- 
lar— I  guess  appreciation — for  Mr.  Stenholm's  remarks  about  coali- 
tion building  between  the  inner-city  urban  areas  and  the  rural 
communities  that  are  facing  very  similar  problems  in  terms  of  pro- 
viding health  care  costs  effectively. 

I  think  that  is  where  we  stand  the  greatest  chance  of  building 
a  coalition  and  making  sure  that  rural  residents  get  the  kind  of  at- 
tention they  need  in  health  care  reform  by  building  a  coalition  be- 
tween the  rural  communities,  between  the  rural  representatives, 
and  the  inner  cities. 

Mr.  Roberts.  Will  the  gentlelady  yield? 

I  just  want  to  say  in  terms  of  coalition  building,  the  gentlelady 
has  been  a  vital  and  important  part  of  this  coalition  effort  in  re- 
gards to  the  bill.  Let  the  record  show  she  is  the  chairperson  of  the 
Rural  Caucus,  and  I  think  the  fact  that  we  have  151  members  of 
this  posse  hopefully  riding  in  the  right  direction  in  behalf  of  health 
care  is  due  in  large  part  through  your  leadership  and  your  efforts 
to  work  with  us. 

So  while  we  are  passing  around  the  bouquets,  you  get  a  big  one. 

Ms.  Long.  I  thank  you. 

The  Chairman.  Mrs.  Clayton. 

Mrs.  Clayton.  I  also  want  to  thank  both  of  the  gentlemen  for  in- 
troducing the  bill  and  also  bringing  the  opportunity  to  have  some 
concerns  of  rural  issues  with  regards  to  what  bill  is  passed.  Some 
of  us  who  have  been  involved  in  rural  areas  were  wondering  if 
there  was  a  sensitivity  to  the  managed  competition  concept  and  the 
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lack  of  a  population  base  and  how  that  would  impact  possibly  nega- 
tively. 

I  think  you  are  right,  Mr.  Roberts,  that  you  cannot  manage  what 
is  not  there,  so  competition  gets  to  be  an  issue  that  is  not  possible. 

But  further — this  is  just  an  inquiry  for  either  one  of  you.  Having 
said  what  you  said.  Congressman  Stenholm,  how  do  you  propose  to 
develop  that  possibility  of  uniting  the  urban  Congress  persons?  We 
haven't  done  that.  It  is  a  good  idea  conceptually.  But  since  that 
possibility  exists,  it  seems  that  we  could  find  a  way  to  make  that 
happen  and  we  could  get  tremendous  support  for  this  bill. 

Mr.  Stenholm.  I  think  the  first  simple  answer  to  that  question 
is  we  hope  our  urban  colleagues  will  look  at  the  bill  we  introduced 
and  see  that  it  is  physically  impossible  to  draw  up  something  that 
only  fits  rural,  because  most  of  it  will  have  a  spilloff  effect,  even 
though  we  primarily  tried  to  address  those  questions  to  strictly 
rural. 

When  we  start  talking  about  outreach  clinics  and  networking 
and  when  we  talk  about  incentives  for  health  professionals  which 
I  mentioned,  when  we  start  talking  about  assistance  for  institu- 
tional providers  and  all  of  these  things,  there  is  a  mutual  interest. 
Hopefully  some  of  our  urban  counterparts  will  see  that  there  is 
something  in  it  for  them,  too,  which  there  will  be. 

Mrs.  Clayton.  I  just  want  to  go  on  the  record  of  supporting  that 
idea  and  trying  to  build  that  coalition  beyond  the  concept. 

The  Chairman.  Mrs.  Thurman. 

Mrs.  Thurman.  Let  me  also  congratulate  you  all.  I  think  that  is 
an  issue  that  any  of  us  that  have  rural  counties — as  Mr.  Stenholm 
and  Mr.  Roberts  have  indicated — they  are  very  concerned  about 
being  left  out  of  the  loop  as  we  go  through  the  reform  and  they  are 
already  feeling  the  crunch  of  what  has  happened  in  health  care. 

In  your  comments,  you  talk  about  an  extended  bonus  payment 
for  3  years  to  physicians,  but  Mr.  Stenholm  talked  about  parity  in 
reimbursement.  Does  your  bill  do  something  with  parity  in  reim- 
bursement for  rural  areas? 

Mr.  Stenholm.  No,  not  with  regard  to  hospital  reimbursement. 
In  fact,  that  has  been  legislatively  remedied  and  the  rural/urban 
differential  should  be  fully  corrected  by  1995  under  current  legisla- 
tion. I  believe  I  am  correct.  I  was  referring  to  the  hospital  provi- 
sions in  this  bill. 

The  so-called  GPCI  or  geographical  differentials  are  addressed  in 
our  legislation  for  physicians.  Hospitals  have  been  done.  We  will  go 
the  additional  steps  to  correcting  the  doctor  differentials. 

Mrs.  Thurman.  Not  just  a  bonus  payment,  but  actually  we  will 
look  at  reimbursement  for  them.  That  has  been  a  big  concern  for 
many  of  them. 

Mr.  Roberts,  you  looked  like  you  wanted  to  say  something. 

Mr.  Roberts.  I  always  want  to  say  something,  but  I  missed  the 
question  so  if  you  will  repeat  it. 

Mr.  Stenholm.  That  usually  doesn't  stop  him. 

Mrs.  Thurman.  How  do  public  health  facilities  participate  in 
your  program  or  do  they?  In  many  cases  those  are  already  estab- 
lished. 

Mr.  Stenholm.  Basically  what  we  propose  is  increasing  the  pro- 
gram funding  for  community  and  migrant  health  centers,  increas- 
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ing  the  numbers  of  community  health  centers.  One  of  the  observa- 
tions that  I  have  made  in  my  very  rural  district  is  that  I  have  one 
community  health  clinic.  We  have  another  three  being  developed  at 
this  very  moment,  being  developed  by  local  communities. 

It  has  been  very  apparent  to  me  that  if  you  are  going  to  deliver 
preventive  health  care,  the  bare  minimal  health  care  requirements 
that  we  want  to  provide  for  every  citizen,  you  are  going  to  have  to 
have  the  access  question  answered.  The  access  question  in  my 
judgment  can  be  best  answered  by  having  more  community  and  mi- 
grant health  clinics  so  that  you  have  them  distributed  to  where 
they  are  in  reasonable  access. 

In  our  case,  in  rural  Texas,  40  miles,  60  miles,  80  miles  may  be 
acceptable.  It  would  be  much  more  than  today  where  we  have  200 
miles  and  300  miles  for  some  people.  Particularly  if  your  income 
level  is  such  that  you  do  not  have  access  to  normal  health  channels 
under  the  current  situation,  you  have  a  long  way  to  go  for  preven- 
tive health  care. 

That  is  a  very  expensive  noninvestment  on  all  of  our  parts.  So 
this  is  one  of  the  areas  that  I  am  most  excited  about.  Because  if 
you  are  truly  going  to  get  universal  coverage  and  access  and  do  it 
in  a  way  we  can  afford  it,  this  is  the  best  way  that  I  have  ever  seen 
to  get  it  done  because  it  is  working. 

Mrs.  Thurman.  Somebody  give  me  a  definition  of  what  you  are 
using  as  communities  versus  public  health,  because  I  know  some 
States  might  have  public  health  while  some  may  not. 

Mr.  Roberts.  That  is  the  point  I  was  going  to  make.  In  the  Mid- 
west, we  have  not  had  a  strong  interest  in  setting  up  community 
health  centers,  and  in  our  discussions  with  Nancy  Johnson  from 
Connecticut,  who  was  urging  a  significant  increase  in  funding  for 
these  centers,  I  noticed  with  some  parochial  interest  that  most  of 
these  centers  were  on  the  coast. 

Now,  the  State  has  to  make  that  decision.  What  we  have  done 
in  the  Midwest,  however,  is  to  continue  with  the  local  hospital,  not 
so  much  a  community  center,  and  then  try,  if  we  can,  to  make  the 
EACH  and  RPCH  program  work  and  sort  of  hang  by  our  finger- 
nails. 

I  am  not  sure  that  that  concept,  in  my  66  counties,  would  work 
as  well.  We  need  to  explore  that.  The  State  needs  to  take  the  initia- 
tive as  opposed  to  many  hospitals  that  could  continue  to  do  that 
job. 

So  while  I  am  for  the  program,  and  while  I  think  it  should  be 
expanded  more,  especially  in  regards  to  the  migrant  situation,  I 
don't  know  whether  our  States  have  not  gone  down  that  road  be- 
cause of  not  knowing  fully  of  the  program  or  whether  or  not  our 
current  system  is  working  a  little  better.  I  don't  know. 

Mrs.  Thurman.  Go  ahead. 

Mr.  Stenholm.  We  use  the  word  community.  We  have  one  com- 
munity health  clinic  in  the  17th  District  of  Texas.  We  have  one, 
two,  three  additional  clinics  being  created  by  local  hospitals  and 
local  hospital  districts.  They  are  doing  it  for  the  exact  same  pur- 
pose, but  they  are  doing  it  under  an  entirely  different  structure. 

Interestingly,  one  problem  in  one  of  my  communities  that  they 
have  run  into  is  they  want  to  charge  something  for  the  utilization 
of  those  services  in  them — for  lack  of  a  better  word  call  it  a  commu- 
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nity  health  clinic.  Federal  law  precludes  charging,  therefore,  we 
have  had  a  little  problem  dealing  with  our  Federal  bureaucracy  be- 
cause my  constituent  providers  would  like  to  charge  a  minimal  fee. 
The  philosophy  of  this  particular  community,  and  the  doctors  and 
nurses  and  others  interested  in  setting  this  up— -this  clinic  to  serve 
low  income  folks — is  that  if  you  provide  something  free,  it  is  going 
to  be  used  in  excess  and  abused. 

If  you  provide  something  in  which  there  is  a  cost-benefit  ratio, 
you  are  going  to  find  a  better  utilization  of  the  services.  I  happen 
to  agree  with  them.  I  think  we  should  be  very  careful  in  how  we 
design  our  health  system  reform  bill  because  of  the  consequences 
if  you  make  something  free  or  in  some  cases,  if  you  provide  some- 
thing at  less  cost  than  its  value.  You  can  be  at  the  upper  end  of 
the  income  levels,  and  still  use  and  abuse  the  system  because  you, 
in  fact,  believe  that  it  is  something  you  are  entitled  to,  e.g.,  Medi- 
care. 

There  are  many  folks  today  that  believe  they  have  worked  and 
earned  and  are  entitled  to  complete  health  care  once  they  reach 
age  65  because  they  have  earned  it;  furthest  from  the  truth.  But 
they  believe  it  very  sincerely,  regardless  of  income  level.  So  these 
are  some  of  the  areas.  And  like  I  say,  in  Kansas  it  works  dif- 
ferently. Parts  of  Texas  work  differently  than  other  parts  and  every 
one  of  our  States  is  going  to  be  uniquely  different. 

Mrs.  Thurman.  I  think  that  is  what  part  of  my  concern  is.  In 
Florida  we  have  public  health  which  provides  a  lot  of  the  services 
in  the  rural  areas  not  just  within  health,  but  it  also  does  environ- 
mental issues  and  disease,  and  in  some  cases  even  dental  care  for 
those  and  it  does  immunizations  and  the  Healthy  Start  Work  and 
WIC  and  I  mean  it  does  a  lot  of  the  governmental  programs.  They 
are  housed  under  those,  and  yet  still  provides  some  other  health 
care-related  services  as  well. 

Mr.  Stenholm.  Which  is  precisely  why  I  hope  in  our  delibera- 
tions on  health  system  reform,  before  we  design  a  system  for  all 
of  our  50  States,  I  hope  that  we  would  try  some  things.  I  would 
like  nothing  better  than  to  see  a  pilot  project  or  two  in  which  we 
attempt  to  find  out  what  we  are  doing  for  people  in  a  given  commu- 
nity and  area;  who  is  doing  what. 

I  have  found  in  my  own  district  that  we  have  tens  of  individual 
organizations  and  individuals  working  for  health  care,  general  wel- 
fare, food  distribution,  nutrition,  you  name  it.  The  right  hand  does 
not  know  what  the  left  is  doing  in  almost  every  instance  and  there- 
fore we  end  up  spending  far  more  money  and  serving  the  people 
less. 

Mr.  Roberts.  A  thought  occurs  to  me  that  for  doing  such  a  good 
job  in  Florida,  we  might  want  to  put  the  Soil  Conservation  Service 
in  there.  That  is  a  little  inside  joke. 

Mrs.  Thurman.  We  actually  think  we  are,  too. 

Mr.  Roberts.  In  Kansas — in  my  district,  we  have  one  community 
center  up  in  Cheyenne  County  in  the  northwest  part.  It  is  a  com- 
munity called  St.  Francis  and  Mr.  Barrett  is  aware  of  this  because 
we  network  with  Nebraska  and  it  is  the  first  one. 

And  I  must  admit  that  I  had  some  reservations.  Our  local  hos- 
pitals are  very  proud  outfits  and  every  hospital  board  has  gone 
through  Death  Valley  days  to  stay  open.  You  pass  bond  issues  and 
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you  have  community  pride  and  support.  It  is  mom  and  dad  and 
Aunt  Harriet  in  support  and  we  are  competitive  in  our  counties 
and  schools,  but  we  have  had  a  real  revolution  in  health  care. 

This  idea  that  only  we  in  the  Congress  can  come  up  with  an- 
swers is  ludicrous  when  you  look  at  the  changes  in  the  rural  health 
care  delivery  systems.  In  St.  Francis,  we  are  experimenting  with 
this,  but  there  is  a  connotation  do  you  go  to  the  real  hospital  or 
the  health  center?  There  are  all  sorts  of  connotations,  but  if  it 
works  and  it  looks  like  the  St.  Francis  Center  is  working  well  and 
we  are  networking  with  Nebraska  and  when  we  are  way  out  there 
where  Bill  and  I  represent,  that  is  a  possible  answer.  That  is  the 
intent  of  the  bill,  to  spread  the  information  and  network  so  that 
the  left  hand  does  know  what  the  right  hand  is  doing. 

I  am  the  left  hand.  He  is  the  right  hand. 

The  Chairman.  Any  other  questions? 

Mr.  Volkmer. 

Mr.  Volkmer.  Yes.  First,  I  wish  to  join  in  commending  both  of 
you  and  whoever  drafted  this  legislation.  It  appears  to  me  from  re- 
viewing this  synopsis  of  it,  I  have  some  questions.  I  don't  know  if 
certain  things  fit  or  don't  fit. 

You  talked  about  rural  community  health  clinics.  We  have  those 
in  my  district.  We  have  them  being  generated  as  you  say  by  the 
hospitals  and  cooperative  agreements  between  hospitals. 

Are  there  any  funds  in  your  bill  to  help  generate  more  of  those? 
I  see  there  are  funds  in  here  to  design,  assist  in  development  of 
those  networks,  et  cetera,  but  I  don't  find  in  the  synopsis  any  funds 
to  help  and  actually  building  or  staff  or  anything  else.  That  is  my 
question. 

Mr.  Roberts.  It  is  a  title  III,  Harold,  and  we  do  give  technical 
assistance  to  any  facility. 

Mr.  Stenholm.  $650  million  a  year  for  5  years;  migrant  health 
centers,  title  III. 

Mr.  Volkmer.  That  would  be  fine. 

In  regard  to — and  I  agree — for  rural  health  care  we  need  more 
primary  care  physicians,  what  you  call  general  practitioners.  What 
I  have  been  doing  is  talking  to  the  dean  of  the  University  of  Mis- 
souri medical  school  along  with  the  chancellor  at  the  university. 

They  and  I  have  both  agreed  that  the  University  of  Missouri,  a 
land-grant  college,  basically  lost  its  way  and  started  out  with  the 
idea  that  they  were  going  to  be  a  provider  for  physicians  for  the 
rural  parts  of  the  State  of  Missouri  as  well  as  the  urban  parts. 

We  also  have  medical  schools  in  St.  Louis  and  Kansas  City.  Right 
now — and  for  the  past  8,  10  years — I  would  say  that  close  to  80  to 
85  percent  of  physicians  graduating  from  that  medical  school  have 
been  tertiary  care  physicians.  That  is  going  to  be  changed.  That  is 
going  to  be  changed  to  the  point  where  we  want  to  have  more  of 
the  primary. 

What  they  are  also  instituting  is  giving  not  incentives,  but  more 
credibility  for  those  students  from  the  rural  areas  and  we  are  try- 
ing to  get  communities,  et  cetera,  to  give  college  scholarships,  et 
cetera. 

My  question  in  regard  to  that,  just  sitting  here  thinking  and 
looking  at  this,  since  my  university,  a  land-grant  college  is  doing 
that,  it  wouldn't  cost  any  money;  is  there  any  reason  that  you 
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couldn't  think  about  perhaps  instituting  a  proposal  in  here  that  for 
those  land-grant  colleges  in  the  rural  States  where  they  have  rural 
areas  that  also  have  perhaps  lost  their  way,  could  not  show  more 
incentives  in  order  to  provide  those  primary  physicians  that  we 
need?  This  is  just  a  thought. 

Then,  in  talking  to  some  of  my  students  at  the  University  of  Mis- 
souri, the  medical  school  from  there,  I  agree  that  we  need  to  do 
something  about  repaying  these  student  loans.  They,  to  a  person, 
man  and  woman  both,  don't  want — they  said  they  are  willing  to 
pay  it  back.  They  came  up  with  a  solution  to  pay  back  over  a  period 
of  say  40  years,  which  gives  them  a  longer  timeframe  in  which  to 
pay  that  loan  back.  And  it  means  that  they  don't  have  to  make 
those  big  payments  right  after  they  get  out  of  medical  school,  et 
cetera,  but  they  are  still  going  to  be  paying  it  back  and  pay  it  back 
at  the  rate  of  interest  cost  to  the  Government,  et  cetera. 

I  would  like  for  you  to  think  about  that,  because  that  came — as 
you  say,  you  go  back  to  the  community  and  talk  to  these  people. 
That  came  from  the  students  themselves.  They  want  to  pay  it  back, 
but  they  feel  that  the  methodology  of  paying  it  back  creates  a  hard- 
ship on  them  in  the  beginning  and  it  makes  it  harder  to  go  to  the 
rural  areas  because  many  of  ours  can  go  to  the  metropolitan  areas 
and  do  better.  They  can  go  to  my  home  community  of  Hannibal, 
which  I  consider  rural. 

Between  places  like  little  towns  that  I  have  in  my  district  and 
parts  in  my  hometown  in  Hannibal,  we  have  a  new  hospital,  one 
of  the  newest  in  the  Nation,  and  it  is  very  nice  and  everything  and 
they  are  the  ones  that  have  started  up  some  of  these  community 
health  plans. 

But  I  just  wanted  to  give  you  an  idea,  when  you  talk  about  un- 
derserved  areas.  I  don't  know  if  you  can  see  that  or  not,  but  that 
is  basically  a  map  of  my  district  and  the  X's  are  where  I  have  hos- 
pitals. If  you  look  and  see  this  area,  that  is  a  pretty  good  area. 
There  is  no  hospital  in  there  and  that  is  where  we  are  trying  to 
get  those  clinics  and  nurse  practitioners,  and  they  are  doing  very 
well. 

Mr.  Roberts.  Staff  informs  me  that  we  do  redirect  3  percent  of 
the  graduate  medical  education  funds  to  go  specifically  to  primary 
care  and  so  that  would  provide  some  additional  funding.  We  have 
the  same  kind  of  program  as  you  have  described  at  the  University 
of  Kansas. 

I  know  Mr.  Barrett  and  the  University  of  Nebraska  has  been 
very  innovative  and  they  have  had  a  real  leadership  effort.  I 
wouldn't  be  surprised  if  the  same  were  true  in  all  the  States. 

Our  problem  is  that  when  we  get  a  youngster  to  go  out  and  take 
the  place  of  a  GP  over  the  weekend  in  an  effort  to  say  to  the  com- 
munity— or  the  community  says  to  that  particular  student,  "We 
would  sure  like  to  have  you  down  the  road."  Part  of  the  problem 
is  the  liability. 

So  while  that  really  works  in  terms  of  acquainting,  both  in  hopes 
of  attracting  that  young  person  back,  we  do  have  some  liability 
problems. 

The  Chairman.  I  might  mention  that  this  is  not  a  hearing  on  the 
bill  that  will  be  introduced  by  our  colleagues.  And  hopefully  we 
may  have  further  hearings.  It  will  not  be  referred  to  our  commit- 
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tee,  but  that  will  not  prevent  us  from  having  a  further  look  at  it 
from  our  perspective  as  we  are  doing  today. 

■  Ms.  Long. 

■  Ms.  Long.  Mr.  Chairman,  I  am  asking  to  submit  for  the  record 
a  statement  and  a  handout  by  Mr.  Pat  Williams. 

The  Chairman.  I  have  here  one  from  Mr.  Williams  that  they 
gave  me,  highlights  of  Chairman  Pat  Williams'  rural  initiative. 
Without  objection,  any  statement  from  any  of  the  members  may  be 
submitted  for  the  record  at  this  point. 

[The  prepared  statements  of  Mrs.  Clajrton,  Mr.  Williams,  Mr. 
Canady,  and  Mr.  Everett  follow:] 


I 


I 


81-9800-94-10 


284 


statement  for  Rep.  Eva  M.  Clayton 

Hearing  on  Rural  Health  Care 

House  Committee  on  Agriculture 

June  9,  1994 

Thank  you  Mr.  Chairman  for  your  thoughtfulness  in  holding 
this  significant  hearing  on  an  issue  of  immense  importance  to 
rural  areas  across  the  United  States.   As  we  prepare  for  the 
upcoming  debate  later  this  summer  on  the  floor  of  the  House  of 
Representatives,  we  must  remember  that  rural  areas  have 
circumstances  which  are  unique  and  must  be  taken  into 
consideration  if  we  are  to  have  real  reform. 

It  is  my  great  pleasure  te  have  two  individuals  from  my  home 
state  of  North  Carolina  participating  in  today's  hearing.   Both 
individuals  possess  an  important  perspective  in  regards  to  health 
care  and  the  Administration's  proposal  currently  before  Congress. 
I  am  privileged  to  have  them  here  today  and  trust  that  you  will 
be  attentive  to  their  words  today. 

Mr.  "Buzz"  Shackleford,  who  will  be  appearing  first,  is  a 
successful  tobacco  farmer  and  businessman  hailing  from  Hookerton, 
North  Carolina.   Later  in  Mr.  Shackleford' s  testimony,  you  will 
learn  that  Hookerton  is  a  bustling  metropolis  of  well  under  a 
thousand  residents. 

But  the  truth  is  that  Mr.  Shackleford  has  a  unique 
perspective  as  a  farmer  who  has  based  his  livelihood  growing  a 
commodity  which  is  extremely  important  to  the  economic  stability 
of  eastern  North  Carolina.   Not  only  does  he  understand  the 
ramifications  of  a  large  increase  in  the  excise  tax  on  tobacco, 
but  he  also  appreciates  the  problems  of  providing  health  care  for 
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farmers  and  others  who  live  in  rural  areas.   When  I  think  and 
speak  of  tobacco  farmers,  I  think  of  people  like  "Buzz" 
Shackleford.   I  am  delighted  that  he  was  able  to  take  time  to 
come  to  Washington  to  address  our  Committee. 

I  would  also  like  to  welcome  Mr.  Jim  Bernstein,  the  Director 
of  the  North  Carolina  State  Office  of  Rural  Health.   More  than 
anyone  in  our  state,  and  perhaps  this  nation,  Jim  Bernstein 
understands  the  problems  and  challenges  facing  rural  communities 
pertaining  to  health  care.   I  am  extremely  pleased  that  Mr. 
Bernstein  was  able  to  take  time  out  of  his  busy  schedule  to  speak 
to  this  Committee  from  his  unique  and  expert  perspective  on  this 
crucial  subject. 

I  look  forward  to  hearing  the  comments  of  these  and  other 
panelists  who  are  here  today.   Even  though  this  Committee  does 
not  have  jurisdiction  over  health  care,  it  is  important  that  we 
examine  this  issue  from  the  "rural  dimension."   It  is  rural  areas 
that  lack  the  requisite  infrastructure  to  provide  for  appropriate 
health  care.   At  the  same  time,  rural  areas  have 
disproportionately  high  numbers  of  elderly  people  within  their 
populations . 

Again,  I  appreciate  the  Chairman's  enthusiasm  for  this  issue 
that  I  hold  very  dear  to  my  heart . 
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STATEMENT  OF  REP.  PAT  WILLIAMS  (D-MT) 

ON  RURAL  HEALTH  CARE  REFORM 

JUNE  9,  1994 


Mr.  Chairman,  thank  you  for  holding  this  hearing  on  the  heahh  care  needs  of 
minorities  and  others  in  underserved  rural  areas.    I  understand  very  well  the  critical 
problems  associated  with  health  care  services  for  residents  of  rural  communities  across 
the  country. 

As  the  work  on  national  health  reform  intensifies,  I  believe  it  is  critical  that  we 
use  this  unique  opportunity  to  address  the  serious  health  care  needs  of  citizens  in  rural 
areas.    I  applaud  Mr.  Stenholm  and  Mr.  Roberts  for  their  quality  work  which  has 
resulted  in  a  bill  that  addresses  in  a  comprehensive  way  the  health  care  needs  of  these 
communities. 

As  chairman  of  the  Labor-Management  Relations  Subcommittee  I  have  held 
hearings  and  forums  across  the  country,  including  many  in  my  own  State  of  Montana 
which  typifies  many  of  the  problems  associated  with  providing  and  receiving  health 
care  services  in  rural  and  frontier  areas.    Being  acutely  aware  of  the  needs  of  these 
communities  has  led  to  the  development  of  the  rural  initiative  which  is  part  of  my 
substitute  bill  that  my  subcommittee  finished  marking  up  on  May  25,  and  is  now 
before  the  full  Committee  on  Education  and  Labor. 

The  Williams  substinjte  contains  several  provisions  devoted  to  the  problems  of 
rural  health  care.    This  rural  initiative  is  designed  to  encourage  a  public-private  effort 
in  responding  to  the  needs  of  low-population  and  underserved  areas.    A  key  goal  of 
the  initiative  is  to  increase  accessibility  to  health  care  by  increasing  the  number  of 
primary  care  providers  and  services  available  to  individuals  in  these  areas. 
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Page  2  -  Rep.  Pat  Williams  (D-MT)  -  Rural  Health  Care 

The  initiative  addresses  the  unique  challenges  associated  with  providing  heahh 
care  in  rural  areas  in  a  variety  of  ways.    S325  million  annually  has  been  set  aside  in  a 
Rural  Health  Care  Fund  to  fund  this  initiative.   These  funds  are  spent  primarily 
through  grant  programs.    Key  features  of  my  rural  initiative  include:  funding  for  rural 
and  frontier  areas  to  help  them  develop  their  own  community-based  health  plans, 
funding  for  hospital  and  outpatient  facilities  to  provide  more  primary  care  services, 
funding  for  research  and  demonstration  projects  to  identify  innovative  ways  to  provide 
health  services  such  as  mobile  units  and  telemedicine,  funding  for  emergency  medical 
services,  funding  to  train  non-physician  providers,  priority  for  underserved  rural  areas 
when  allocating  graduate  medical  education  residency  slots,  and  the  establishment  of  a 
National  Rural  Health  Advisory  Committee. 

P 

The  bill  offered  by  Mr.  Stenholm  and  Mr.  Robens  addresses  the  healthcare 
needs  of  residents  of  rural  areas  in  ways  very  similar  to  my  health  care  plan.    In  fact, 
Mr.  Stenholm's  and  Mr.  Roberts'  bill  goes  even  funher  and  contains  some  provisions 
that  I  was  unable  to  address  at  my  subcommittee  due  to  jurisdictional  constraints. 
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I  look  forward  to  working  with  Mr.  Stenholm  and  Mr.  Roberts  as  the  health  care 
reform  debate  progresses.    I  believe  many  of  the  provisions  contained  in  their  bill  will 
make  excellent  additions  to  the  comprehensive  health  reform  bill  that  reaches  the 
Hotise  floor.    These  issues  must  be  addressed,  as  Congress  is  committed  to  providing 
not  only  universal  coverage,  but  universal  access  to  health  care  services  for  all 
Americans. 

Mr.  Chairman,  once  again  thank  you  for  holding  today's  hearing. 
(Attachment    follows:) 
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SUBCOMMITTEE  ON  LABOR-MANAGEMENT  RELATIONS 

HIGHLIGHTS  OF  CHAIRMAN  PAT  WILLIAMS'  RURAL  INITIATIVE 

Funding: 

A  Rural  Health  Care  Fund  has  been  established  to  fund  this  initiative.   This  means  there  will  be  a 
guaranteed,  dedicated  funding  stream  coming  from  a  small  assessment  on  the  premiums. 

The  provisions  in  this  initiative  include: 

•  increasing  funding  for  rural  and  frontier  areas  to  help  them  develop  their  own  conununity-based 
health  plans  ($50  million) 

•  increasing  funding  for  hospitals  and  outpatient  facilities  in  medically  underserved  rural  communities 
to  help  them  increase  their  ability  to  provide  more  primary  care  services  ($100  million) 

•  providing  authority  and  funding  to  conduct  research  and  demonstration  projects  to  identify  innovative 
and  resourceful  ways  to  provide  health  care  in  rural  and  frontier  areas  ($25  million) 

•  increasing  funding  for  rural  areas  to  strengthen  their  ability  to  provide  Emergency  Medical  Services; 
the  money  will  be  for  training  of  personnel  and  purchase  of  equipment  and  vehicles,  and  priority  will 
be  given  to  areas  where  the  income  level  is  below  20  percent  poverty  level  ($100  million) 

•  setting  aside  funds  to  train  non-physician  providers,  with  the  funds  going  to  programs  that  have  a 
substantial  number  of  their  graduates  practicing  in  rural  areas  ($50  million) 

•  providing  authority  to  allocate  training  slots  for  nurses  and  physicians  by  giving  priority  to  training 
programs  that  have  a  history  of  producing  providers  that  actually  practice  in  rural  areas 

•  ensuring  equitable  distribution  of  grants  for  capital  improvement  and  development  of  practice 
networks  among  rural  and  urban  areas 

•  permitting  Medicare-dependent  hospitals  (ones  that  have  Medicare  beneficiaries  for  50  percent  or 
more  of  their  patient  population)  to  be  eligible  for  vulnerable  population  adjustments 

•  establishing  a  National  Rural  Health  Advisory  Committee  that  will  advise  the  National  Health  Board, 
the  Secretary  of  the  Department  of  Health  and  Human  Services  (DHHS),  and  the  Director  of  the  Office 
of  Rural  Heahh  Policy  within  the  DHHS 


•  adding  Psychologists  to  the  list  of  underrepresented  minority  and  disadvantaged  persons  needed  in  the 
medical  profession 
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REMARKS 

OF 

CHARLES  T.  CANADY 

JUNE  9,  1994 


Mr.  Chairman,  I  am  pleased  that  the  Committee  is 
holding  this  hearing  today  because  I  believe  it  is 
important  for  Congress  to  recognize  the  special  needs 
of  the  rural  communities  when  considering  health  care 
reform. 

A  substantial  portion  of  my  district  is  comprised  of 
individuals  who  are  self-employed  in  agriculture  or 
agriculture-related  industries. 

And  to  be  frank,  I  am  very  concerned  about  the  impact 
of  many  of  the  "one  size  fits  all"  proposals  being 
considered  in  some  of  the  other  House  committees. 

While  I  agree  that  we  need  to  reform  our  system,  the 
impact  of  many  of  these  proposals,  in  particular 
President  Clinton's  plan,  would  be  disastrous.    Some 
experts  estimate  that  my  home  state  of  Florida  would 
lose  $765  million  annually  in  revenue  and  as  many  as 
50,200  jobs. 

Mr.  Chairman,  we  don't  need  employer  mandates,  top- 
down  price  controls,  mandatory  alliances,  massive  cuts 
in  Medicare  and  a  new  bloated  government 
bureaucracy. 
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Rural  Americans  want  and  need  a  common  sense 
approach  to  health  care  reform  that  will  cut  the  waste 
out  of  our  current  system  and  give  them  greater  access 
to  health  care. 

We  need  to  provide  100  percent  tax  deductibility  for 
the  self-employed.    We  need  to  give  farmers  and  other 
rural  Americans  the  option  of  joining  voluntary  health 
alliances  or  purchasing  pools. 

We  need  to  focus  on  measures  which  expand  home 
and  community  health  centers  in  rural  areas.    We  need 
a  common  sense  approach  to  expanding  long  term  or 
respite  care  for  rural  families  who  are  providing  care  for 
loved  ones. 

I  believe  it  is  possible  to  bring  necessary  reform 
without  restricting  choice  of  doctors,  limiting  access,  or 
costing  rural  and  other  Americans  their  jobs. 

Thank  you,  Mr.  Chairman.    I  look  forward  to  hearing 
the  testimony  of  the  witnesses. 
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Statement  of  Congressman  Terry  Everett 
House  Agriculture  Committee 

Rural  Health  Care 

June  9,  1994 


I  would  like  to  thank  the  Chairman,  Mr.  de  la  Garza,  and  the  Ranking 
Member,  my  good  friend  Pat  Roberts,  for  holding  this  hearing  today  on  the 
implications  of  health  care  reform  on  rural  areas. 

As  most  of  you  know,  I  have  a  very  rural  district,  and  people  are 
concerned  over  how  health  care  reform  will  affect  them.   Issues  such  as 
physician  choice,  quality  of  care,  outpatient  care,  and  community  clinics  are  at 
the  top  of  the  list. 

I  am  very  concerned  that  as  Congress  addresses  health  care  reform,  the 
needs  of  the  rural  communities  need  to  be  addressed.   As  we  have  heard  in 
previous  testimony  before  this  committee,  the  cost  of  health  care  in  rural 
areas  continue  to  rise  while  physician  choice  becomes  more  limited  as  more 
physicians  continue  to  leave  the  small  family  practices  for  more  urban 
settings. 

The  lack  of  infrastructure,  the  higher  rate  of  poverty,  and  limited 
resources  have  combined  to  highlight  the  need  for  increased  access  to  rural 
healthcare.   Although  I  have  not  cosponsored  any  one  health  care  bill  at  the 
present  time,  I  do  feel  that  people  in  rural  areas  are  adversely  affected,  and 
any  health  care  reform  needs  to  address  those  issues. 

Thank  you,  Mr.  Chairman. 


292 

The  Chairman.  Any  further  questions? 

If  not,  we  thank  you  gentlemen.  We  are  very  proud  that  you 
come  in  a  bipartisan  endeavor  and  that  the  needs  and  the  problems 
out  there  are  not  Democrat  or  Republican  or  independent  or  lib- 
ertarian or  whatever.  I  want  to  commend  both  of  you  and  the  group 
that  you  work  with  for  the  approach  you  have  taken.  We  thank 
you. 

The  next  panel  we  have  consists  of  Dr.  James  Bernstein,  Dr. 
Gary  Fillerman,  and  Dr.  Frank  Rumph. 

Ms.  Cynthia  McKinney  was  going  to  introduce  you.  Dr.  Rumph, 
and  have  lots  of  nice  things  to  say  about  you  and  the  work  that 
you  do,  so  I  will  accept  those  at  this  time,  and  let  her  put  it  in  the 
record  so  that  it  will  appear  that  she  had  some  very  nice  things  to 
say  about  you. 

We  will  begin  with  Dr.  Bernstein — oh,  here  she  is  to  say  the  nice 
words. 

Ms.  McKinney.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  would  like  to  begin  by  thanking  you  very  much 
for  having  this  hearing  on  the  special  needs  of  rural  America  when 
it  comes  to  health  care  reform.  I  know  that  we  won't  be  left  out. 

But  I  would  also  like  to  take  the  time  to  introduce  a  very  special 
friend  of  mine.  Dr.  Frank  Rumph  and  his  wife  Angela,  who 
changed  their  vacation  plans  so  that  they  could  come  here  and  at- 
tend this  very  important  hearing. 

In  Georgia,  we  often  talk  about  the  two  Georgias.  The  first  Geor- 
gia is  metropolitan  Atlanta  with  the  skyscrapers  and  the  golden 
triangles  of  affluence  in  the  northern  part  of  our  State  and  then, 
of  course,  the  other  Georgia,  a  Georgia  that  has  been  forgotten  and 
neglected  in  the  rush  to  boomtown  development. 

Dr.  Rumph  practices  in  the  other  Georgia,  so  I  would  just  like 
to  thank  you.  Dr.  Rumph,  for  all  that  you  do  for  Georgia  and  all 
that  you  have  done  for  me  in  the  11th  District  and  I  look  forward 
to  your  testimony. 

Dr.  Rumph.  Thank  you. 

The  Chairman.  Dr.  Bernstein,  it  seems  that  you  also  have  an  ad- 
mirer. Mrs.  Cla3d;on  would  like  to  say  some  nice  words  about  you. 

Mrs.  Clayton.  I  wanted  to  say  that  he  is  from  North  Carolina 
and  the  director  of  the  North  Carolina  rural  health  program.  He 
certainly  knows  the  other  rural  area  of  not  only  this  Nation,  but 
also  North  Carolina,  and  I  want  to  welcome  him.  I  think  his  testi- 
mony speaks  for  itself. 

North  Carolina — I  want  to  share  with  you — is  probably  the  lead- 
er in  having  rural  health.  We  were  the  first  in  the  country  to  start 
it  and  Jim  Bernstein  has  been  in  that  vinej^ard  and  he  is  capable 
and  I  am  very  pleased  that  he  has  come  to  share  his  ideas  with 
us. 

The  Chairman.  Thank  you  very  much.  I  am  not  going  to  leave 
you  out,  Dr.  Filerman. 

Mr.  Filerman.  I  didn't  bring  an  admirer. 

The  Chairman.  I  will  say  some  nice  things  about  you  after  we 
visit  and  then  I  will  put  them  in  the  record. 

Mr.  Filerman.  Thank  you. 

The  Chairman.  Dr.  Bernstein,  we  welcome  you  and  will  hear 
from  you  at  this  time. 
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STATEMENT  OF  JAMES  D.  BERNSTEIN,  DIRECTOR,  NORTH 
CAROLINA  OFFICE  OF  RURAL  HEALTH  AND  RESOURCE  DE- 
VELOPMENT 

Mr.  Bernstein.  Good  morning.  My  name  is  Jim  Bernstein,  and 
I  have  been  the  director  of  the  office  of  rural  health  in  North  Caro- 
lina since  its  inception  in  1973  as  the  Nation's  first  State  office  of 
rural  health.  Our  agency  provides  technical  assistance  and  limited 
grant  and  capital  funding  to  60  different  community-based  oper- 
ations that  serve  300,000  North  Carolinians.  We  have  recruited 
1,200  physicians  and  mid-level  practitioners  and  provide  technical 
assistance  to  small  rural  hospitals. 

We  are  also  an  EACH/RPCH  State,  as  was  mentioned  earlier  by 
Representative  Stenholm.  In  addition,  I  serve  as  president  of  the 
National  Rural  Health  Association. 

I  am  honored  to  be  speaking  to  this  committee  today.  North 
Carolina  is  very  fortunate  in  that  we  have  two  thoughtful  and  en- 
ergetic Members  of  our  congressional  delegation  on  this  committee. 
As  you  all  know,  our  senior  congressional  Member,  Charlie  Rose  of 
the  Seventh  District,  has  effectively  represented  our  State's  rural 
interests  throughout  his  distinguished  career.  And  he  has  been 
joined  by  one  of  our  freshmen  Members,  Congresswoman  Eva  Clay- 
ton of  the  First  District  in  North  Carolina. 

I  have  had  the  privilege  of  working  with  Mrs.  Clayton  for  many 
years,  initially  when  she  was  an  up-and-coming  leader  in  her  home 
county  of  Warren  County.  Early  in  her  career  as  a  county  commis- 
sioner, health  care  was  not  at  the  top  of  her  issue  list.  That  is  be- 
cause Warren  County  is  one  of  our  most  impoverished  counties  and 
Mrs.  Cla3rton  was  concerned  about  economic  development,  jobs,  and 
education.  But  the  county  hospital  was  on  the  verge  of  closure,  and 
she  and  other  leaders  recognized  that  an  important  facet  of  their 
community  was  at  risk  and  that  the  county's  health  care  system 
impacted  the  entire  economic  base  and  human  resource  infrastruc- 
ture of  that  rural  county. 

It  became  clear  that  the  hospital  was  one  of  the  county's  top  em- 
ployers, and  that  without  an  adequate  health  care  system,  it  would 
be  difficult  to  attract  or  keep  industry  and  jobs.  The  conversion  of 
the  hospital  and  development  of  an  expanded  primary  care  base  re- 
tained the  overall  number  of  health  care  jobs  in  the  county  and 
provided  more  promising  potential  for  future  growth. 

What  she  did  was  transform  that  hospital  into  a  primary  care 
center  and  kept  almost  every  job  that  there  was  in  that  county. 
That  system  now  more  adequately  serves  the  needs  of  the  county 
and  more  effectively  uses  the  scarce  health  resources  of  that  com- 
munity. 

Our  office  has  been  fortunate  to  have  savvy,  knowledgeable 
health  care  leaders,  like  Representative  Clayton,  to  work  with  at 
the  local  level.  We  will  need  that  core  of  strong  leaders  to  ensure 
the  viability  of  rural  health's  future.  Health  reform  is  already  well 
underway  in  rural  America,  and  we  need  to  begin  to  anticipate  the 
future  and  understand  the  forces  that  are  shaping  change. 

Regardless  of  what  happens,  the  rural  health  delivery  system 
will  be  repackaged,  changing  from  small  locally  based  health  cen- 
ters into  members  of  larger,  multifunctional  networks  or  health 
plans.  It  may  be  simplistic  to  say  it  will  be  the  survival  of  the  fit- 
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test,  but  the  financial  bottom  line  will  drive  the  formation  of  new 
health  care  networks. 

In  this  environment,  health  care  in  rural  America  will  be  ex- 
traordinarily fragile  as  it  has  been  for  many  years.  There  are  no 
magic  bullets  to  solve  all  of  rural  health  care's  problems.  Instead, 
we  need  community-derived  solutions  that  enable  rural  residents  to 
retain  local  control  of  their  health  care  system. 

In  this  time  of  redistribution  of  resources  and  uncertainty,  we 
can  expect  chaos.  Rural  areas  are  at  high  risk  and  we  need  time 
to  sort  through  the  changes. 

Therefore,  rural  areas  and  their  essential  providers  need  protec- 
tions during  this  great  time  of  health  reform. 

We  need  a  timeframe  so  we  can  anticipate  and  be  prepared  for 
change.  And  second,  the  impact  in  the  rural  areas  should  be  con- 
trolled and  planned  over  the  next  at  least  3  or  4  years. 

First  and  foremost  in  my  mind,  the  challenges  facing  rural 
health  care  today  hinge  on  the  supply  of  primary  care  providers. 
Rural  America  depends  on  general  physicians,  physician  assistants, 
nurse  practitioners,  and  certified  nurse  midwives  for  care.  But 
many  of  these  providers  gravitate  to  our  Nation's  cities  to  work  in 
expanding  managed  care  systems  that  can  afford  higher  salaries 
and  better  call  schedules  than  rural  practices.  We  need  to  be  cer- 
tain that  rural  practices  are  able  to  offer  a  package  of  incentives 
and  a  positive  practice  environment  to  attract  the  providers  they 
need. 

Rural  areas  need  long-term  and  short-term  workforce  strategies, 
such  as  scholarships  and  loan  repa3anent,  as  well  as  long-term  fi- 
nancial and  reimbursement  incentives. 

Rural  facilities  also  need  equitable  access  to  capital  to  upgrade 
their  physical  plant.  Government-regulated  systems  must  guaran- 
tee patients  in  rural  areas  to  have  the  same  type  of  access  to  pri- 
mary, secondary,  and  tertiary  care  as  urban  residents  have.  In  par- 
ticular, the  rural  health  care  system  must  have  protections  for  frail 
patients,  such  as  the  elderly,  who  make  up  a  disproportionate 
share  of  the  rural  population. 

To  accomplish  these  rural  goals  under  health  reform,  the  HIPC's 
or  alliances  or  networks  that  govern  our  health  system  must  con- 
sider the  special  needs  of  rural  residents  and  their  health  system. 
Dedicated  funding  is  critical  to  the  future  growth  and  maintenance 
of  important  facets  of  the  rural  health  infrastructure:  Rural  com- 
munity hospitals;  capital  funding,  perhaps  a  pool  of  funds;  National 
Health  Service  Corps;  95-210  rural  health  clinics  and  other  rural 
health  care  centers;  and  federally  funded  community  and  migrant 
health  centers. 

These  strategies  and  programs  deserve  the  attention  of  this  com- 
mittee. They  are  vital  to  the  future  strength  of  the  Nation's  rural 
health  care  system. 

The  life  and  death  of  the  components  of  the  rural  health  delivery 
system  as  well  as  whole  local  delivery  systems  will  be  determined 
by  a  set  of  free  enterprise  forces  we  do  not  fully  understand  now. 
Having  a  strong  base  in  an  identifiable  community  can  be  an  im- 
portant force,  and  that  is  what  many  rural  health  systems  cur- 
rently have. 
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We  must  ensure  that  rural  health  providers  are  able  to  retain 
this  market  power.  Rural  communities  have  to  be  active  partici- 
pants in  the  formation  and  maintenance  of  larger  delivery  systems. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Bernstein  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much.  Next,  Dr.  Rumph. 

STATEMENT  OF  FRANK  M.  RUMPH,  M.D.,  DISTRICT  SIX 
HEALTH  DIRECTOR,  STATE  OF  GEORGIA 

Dr.  Rumph.  Thank  you  for  this  opportunity  to  testify.  I  am  the 
district  health  director  of  district  6,  which  is  the  second  largest 
public  health  district  in  the  State  of  Georgia  and  the  majority  of 
that  district  is  rural.  So,  therefore,  we  have  some  experience  with 
rural  health  care  through  the  public  health  department  as  well  as 
with  other  providers  in  the  community. 

Many  of  the  issues  and  problems  and  solutions  that  must  be  ad- 
dressed will  certainly  have  to  be  looked  at  from  a  rural  perspective, 
no  matter  what  type  of  health  care  reform  we  ultimately  end  up 
with. 

Georgia  is  a  State  of  approximately  6.4  million  people  with  public 
health  departments  in  every  single  county.  We  have  159  counties 
in  Georgia.  Ninety-two  Georgia  counties  have  no  obstetrician.  Forty 
counties  have  no  hospital.  Thirteen  counties  have  no  family  physi- 
cian. Six  counties  have  no  primary  care  physicians. 

At  least  four  rural  hospitals  have  closed  since  1987,  and  most  of 
the  remaining  ones  need  some  form  of  renovation  because  they 
were  built  in  the  forties  and  fifties. 

In  1990,  Georgia's  urban  areas  had  193  physicians  per  100,000 
people,  while  in  the  rural  areas,  there  was  only  91  per  100,000  peo- 
ple. The  graduate  medical  education  national  advisory  committee 
states  that  an  ideal  doctor/patient  ratio  is  191  physicians  per 
100,000  people. 

These  data  set  the  stage  for  Georgia  for  many  of  the  rural  health 
issues  and  problems  associated  with  health  care  reform.  I  think 
there  are  three  broad  categories  of  issues  and  problems  surround- 
ing the  implementation  of  any  health  care  reform  in  the  rural 
areas. 

The  first  one  is  the  distribution  of  limited  medical  resources  over 
vast  areas  that  has  been  alluded  to. 

The  second  is  the  accessibility  or  the  ability  of  people  to  trans- 
port themselves  or  to  be  transported  to  available  medical  resources. 

And  third,  which  sometimes  we  don't  address,  is  the  manner  in 
which  we  deal  with  those  entities  which  have  benefited  from  the 
current  system  as  it  is. 

Let's  look  at  the  distribution  of  limited  medical  resources.  In  ad- 
dition to  the  data  given  earlier,  Georgia  is  a  State  of  approximately 
57,000  square  miles  with  only  one  large  urban  area  and  five  small- 
er urban  areas.  It  is  a  State  in  need  of  more  primary  care  providers 
and  economically  sound  hospitals  in  rural  communities. 

There  is  a  health  department,  as  stated,  in  all  of  these  counties 
providing  primary  care,  some  more  limited  than  others  and  they 
provide  many  of  the  Government  programs  that  Representative 
Thurman  spoke  of  earlier. 
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There  is  a  concern  at  the  health  department  level  relevant  to 
managed  care  and  the  potential  problem  that  it  could  present.  I 
think  in  some  of  our  more  Florida-located  counties,  there  is  a  con- 
cern about  out-of-county  or  out-of-State-managed  care  groups  going 
to  a  smaller  community,  taking  over  the  health  care  and  driving 
the  health  department  and  the  local  providers  out  of  business. 

To  some  that  might  seem  OK,  but  the  problem  there  is  that  the 
health  department  and  the  local  providers  have  a  sensitivity  to  the 
community  from  a  cultural  standpoint  and  other  standpoints  as 
well  as  there  is  an  outreach  component  that  many  of  these  other 
groups  do  not  have  and  probably  will  not  institute. 

So  that  is  a  real  concern  from  my  colleagues,  other  district  health 
directors  that  I  polled  prior  to  coming  to  this  committee  meeting. 

Many  of  our  counties  are  without  a  primary  care  physician  be- 
cause not  enough  are  trained.  There  is  professional  isolation,  there 
is  financial  as  well  as  family  disincentives.  Many  rural  hospitals 
have  financial  problems  because  of  not  being  strategically  located 
within  the  State  or  have  the  necessary  physician  mix  to  generate 
funds. 

Usually,  a  general  surgeon  is  needed  in  addition  to  primary  care 
physicians  from  a  hospital  standpoint. 

Second,  accessibility  is  a  problem.  I  envision  a  significant  num- 
ber of  people  having  insurance  cards  and  neither  the  person  nor 
the  card  can  get  to  a  provider  because  there  is  no  transportation. 
Therefore,  universal  health  care  may  be  available  because  the  fi- 
nancial barrier  has  been  removed,  but  transportation  necessary  for 
access  and  the  desire  of  individuals  for  preventive,  nonacute, 
nonsymptomatic  health  care  may  still  be  problematic. 

Third,  there  are  significant  numbers  of  providers  who  are  satis- 
fied as  I  said,  with  the  present  health  care  system.  That  belief  ex- 
ists partly  because  some  sincerely  believe  that  the  system  is  all 
right.  But  also  because  some  are  receiving  substantial  resources 
from  the  present  fragmented  system,  and  that  faction  is  going  to 
have  to  be  dealt  with. 

What  are  some  possible  solutions?  First,  in  order  to  address  the 
shortage  of  primary  care  providers,  more  generalist  physicians 
must  be  trained.  The  medical  college  of  Georgia  has  made  that  a 
very  high  priority  to  do  just  that.  Professional  isolation  must  be  ad- 
dressed. Rural  practitioners  need  instant,  affordable  communica- 
tion with  other  practitioners  especially  when  consultation  is  nec- 
essary. 

Computer  networks,  satellite  systems,  and  telemedicine  are 
means  of  electronic  two  way  audio  and  visual  communications. 
Such  efforts  must  be  further  developed. 

The  incomes  of  rural  physicians  are  lower  than  those  in  urban 
areas  as  has  been  stated  because  they  depend  more  on  Federal  and 
State  reimbursements.  Rural  physicians  have  a  higher  overhead 
and  maintenance  cost.  Additional  financial  incentives  need  to  be  in 
place  locally  to  entice  or  keep  practitioners. 

Communities  need  local  plans  to  address  the  entire  family  needs. 
Incentives  for  wives  need  to  have  some  attention.  Importantly,  the 
health  department  needs  to  be  an  essential  provider. 

Now,  as  I  understand  it,  the  health  department  is  not  listed  in 
the  present  bill  as  an  essential  provider,  and  that  leaves  them  out. 
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Those  who  fear  the  loss  of  revenue  because  of  health  reform  need 
reassurance  that  any  loss  would  not  be  substantial  or  it  is  indeed 
for  the  improvement  of  the  health  care  system. 

In  closing,  let  me  emphasize  something  that  has  already  been 
said:  The  local  community  has  to  be  a  part  of  the  plan  and  edu- 
cation process  around  health  care  reform  so  that  any  type  of  rec- 
ommendations or  approaches  can  address  specific  communities. 

I  have  13  different  counties  with  13  different  methods  that  need 
to  be  applied  to  those  counties.  This  process  has  already  begun  in 
some  communities.  What  is  needed  is  assurance  that  the  concerns 
and  the  recommendations  of  those  communities  will  continue  to  be 
heard  through  some  process. 

Thank  you. 

[The  prepared  statement  of  Dr.  Rumph  appears  at  the  conclusion 
of  the  hearing.] 

The  Chairman.  Thank  you  very  much. 

Did  your  wife  Angela  accompany  you? 

Dr.  Rumph.  Yes,  she  did. 

The  Chairman.  We  welcome  her.  We  have  a  daughter  named  An- 
gela. We  are  happy  that  you  are  here,  wherever  you  are,  Mrs. 
Rumph. 

Next,  Mr.  Filerman. 

STATEMENT  OF  GARY  L.  FILERMAN,  ASSOCIATE  DIRECTOR, 
PEW  HEALTH  PROFESSIONS  COMMISSION 

Mr.  Filerman.  Thank  you.  I  am  Dr.  Gary  Filerman,  associate  di- 
rector of  the  Pew  Health  Professions  Commission.  The  commission 
is  an  independent  nonpartisan  entity  that  was  established  by  the 
Pew  Charitable  Trusts  in  1989.  Our  mission  is  to  help  ensure  that 
this  Nation  has  the  appropriate  healthcare  workforce  in  place  at 
the  right  place  at  the  right  time,  when  it  is  needed. 

We  are  concerned  about  the  content  of  the  education  of  all  health 
professionals,  their  skill,  their  attitudes,  and  above  all  the  develop- 
ment of  appropriate  compentencies.  We  are  concerned  about  the 
supply,  the  mix  of  health  professionals,  and,  of  course,  with  their 
geographic  distribution. 

The  commission's  most  recent  report,  "Health  Professions  Edu- 
cation for  the  Future:  Schools  in  Service  to  the  Nation,"  is  probably 
the  most  widely  read  document  on  health  care  workforce  planning 
and  educational  planning  that  this  country  has  had  since  the 
Flexier  Report  on  Medicine  in  1910.  I  would  appreciate,  Mr.  Chair- 
man, having  the  report  entered  in  the  record  of  the  committee 
along  with  my  full  testimony,  which  I  will  summarize. 

Much  has  been  said  here  about  the  critical  role  of  people  in  solv- 
ing the  rural  access  problem  and  we  are  deeply  concerned  that  the 
people  issue  has  not  been  receiving  adequate  attention  in  the  cur- 
rent health  reform  discussion.  We  are  sure  that  the  old  approach 
of  creating  more  medical  schools  and  more  health  professions 
schools  on  the  assumption  that  the  market  would  pull  people  into 
underserved  areas  has  not  helped  very  much. 

In  fact,  it  has  contributed  to  a  number  of  other  problems  such 
as  the  oversupply  of  medical  specialists  and  the  production  of  hos- 
pital nurses,  as  opposed  to  nurses  who  are  pointed  to  careers  in 
prevention,  home  health,  occupational  health,  and  rural  health. 
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There  has  been  comment  this  morning  about  the  National  Health 
Service  Corps.  We  agree  that  it  has  been  very  helpful  in  a  number 
of  places,  but  it  has  also  not  realized  its  potential.  It  is  too  small. 
It  is  too  narrowly  focused  on  physicians  and  it  doesn't  pay  enough. 

The  expansion  of  the  corps  is  a  high  priority  that  we  all  should 
support. 

Medical  schools  are  under  immense  pressure  to  get  their  training 
out  of  the  teaching  hospitals  and  into  community  settings,  that  is 
into  practice  settings  that  are  more  representative  of  where  most 
physicians  are  going  to  practice  and  where  most  people  need  most 
of  their  care  most  of  the  time. 

There  is  a  lot  of  emphasis  on  rural  rotations  but  they  will  only 
contribute  positively  if  when  the  student  physician  gets  into  rural 
settings  they  see  good  practice  conditions.  It  will  do  no  good  to 
have  them  observe  practices  by  isolated  doctors  working  long  hours 
for  low  pay  and  without  any  backup.  They  must  see  doctors  and 
other  team  members  who  have  professional  and  technical  support 
systems  which  make  rural  practice  intellectually  as  well  as  finan- 
cially rewarding. 

We  believe  that  there  are  six  keys  to  improving  the  current  con- 
ditions. The  first  is  the  expansion  of  the  area  health  education  cen- 
ter network.  AHEC's  have  proven  to  be  effective  in  providing  tech- 
nical support  for  rural  physicians  and  other  health  providers  in 
several  States.  They  are  not  in  all  States. 

Serious  consideration  should  be  given  to  expanding  the  AHEC 
system  into  the  health  equivalent  of  agricultural  extension.  To  do 
that  will  require  the  active  participation  of  the  academic  health 
centers  in  the  land-grant  schools  in  particular,  expanding  the 
AHEC  mission  to  include  more  consultative,  hands  on  support  serv- 
ices, a  focus  on  the  full  health  team,  and  perhaps  direct  collabora- 
tion with  extension  services  in  those  States  where  extension  is,  in 
fact,  capable  of  adding  some  real  value  to  the  health  system,  which 
is  not  true  in  all  States. 

It  is  an  uneven  picture.  We  have  heard  this  morning  about  the 
importance  of  telemedicine.  We  agree  with  the  recommendation  of 
Communicating  for  Agriculture  that  telemedicine  should  be  devel- 
oped as  a  basic  component  of  all  rural  health  services.  To  do  so  is 
going  to  require  a  substantial  R&D  investment  so  that  funds  are 
not  wasted  on  exotic  systems  that  are  not  used  or  which  are  unnec- 
essarily complex. 

There  are  some  excellent  systems  that  are  in  place  now  across 
the  country  that  should  be  evaluated  and  emulated  as  a  component 
of  this  expanded  AHEC  system.  But  practitioners  have  to  be 
trained  to  use  these  systems  effectively. 

Another  key  is  the  funding  of  rural  training.  At  present,  most  of 
the  funding  flows  through  the  academic  health  centers,  as  far  as 
Federal  funds  are  concerned.  Rural  education  would  be  invigorated 
if  the  support  went  directly  to  the  rural  training  sites.  The  money 
should  follow  the  students. 

We  have  talked  about  reimbursement,  the  fourth  key. 

I  think  the  fifth  area  is  team  practice.  We  must  develop  teams 
of  providers,  including  nurse  practitioners  and  physician's  assist- 
ants who  can  work  independently  or  be  based  in  doctor's  offices, 
groups,  or  hospitals. 
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The  barriers  to  achieving  this  model  are  many  and  serious.  One 
is  simply  that  many  physicians  have  negative  attitudes  toward 
working  with  nurse  practitioners  in  particular.  The  commission  is 
urging  health  profession  schools  to  provide  opportunities  for  medi- 
cal, nursing,  and  physicians  assistant  students  to  learn  together 
because  we  know  that  physicians  who  work  and  learn  with  the  oth- 
ers are  supportive  of  them  in  practice. 

Restrictive  State  health  practice  acts  are  another  serious  barrier. 
Most  of  the  acts  are  scientifically  obsolete  and  simply  illogical. 
They  are  designed  more  for  economic  protection  than  public  protec- 
tion and  they  are  enforced  by  State  licensure  boards  which  are  the 
private  domain  of  the  professions  and  not  publicly  accountable. 

The  Pew  Commission  urges  the  Federal  Government  to  develop 
model  State  practice  acts  that  deregulate  the  professions.  They 
have  a  stranglehold  on  the  rural  delivery  of  health  care  at  this 
time. 

Individuals  from  the  community  of  all  backgrounds  and  ages  can 
have  a  tremendous  impact  on  the  health  status  of  their  community. 
With  relatively  short  training  they  work  under  the  supervision  of 
doctors,  nurses  and  PA's.  They  can  be  employed  by  the  health  de- 
partment, by  an  alliance,  or  in  any  kind  of  a  health  care  system. 

There  are  many  things  that  community  health  care  workers  can 
do  in  prevention,  screening,  home  health,  which  is  growing  very 
rapidly  and  in  health  education.  Perhaps  by  suggesting  this  we  are 
demystif5dng  medical  care,  but  this  is  a  practical  approach  which 
has  been  successful  in  many  communities. 

The  Pew  Health  Professions  Commission  is  anxious  to  work  with 
Congress,  the  States,  the  health  professions  and  the  schools  to  as- 
sure that  rural  America  has  access  to  appropriate  providers  under 
any  financing  scheme. 

We  thank  you  and  the  committee  and  we  commend  you  for  call- 
ing attention  to  this  issue  by  this  oversight  hearing. 

Thank  you. 

[The  prepared  statement  of  Mr.  Filerman  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much,  Dr.  Filerman.  Without  ob- 
jection, the  full  statement  and  some  of  your  report  will  be  included 
in  the  record. 

Could  you  supply  us  another  copy  of  the  report  for  our  use? 

Mr.  Filerman.  We  will  be  happy  to  supply  one  for  every  member 
of  the  committee,  Mr.  Chairman. 

The  Chairman.  We  leave  that  at  your  discretion,  but  we  would 
appreciate  some  copies. 

I  have  one  question.  In  your  experience  or  your  studies,  there  are 
few  medical  schools  coming  in  place  now  here  and  there,  they  are 
talking  about  one  in  my  area.  What  is  your  experience?  Do  the  doc- 
tors stay  in  the  vicinity  of  the  school  or  is  that  just  a  vehicle  for 
them  to  go  wherever  it  is  that  they  want  to  go  in  the  end? 

Mr.  Filerman.  I  think  it  is  closer  to  the  vehicle.  We  have  been 
pursuing  the  will-o'-the-wisp  of  expanding  medical  education  with 
the  hopes  that  somehow  it  will  have  some  impact  on  the  immediate 
community.  The  question  is  whether  it  is  cost-effective  and  inevi- 
tably the  schools  tend  to  try  to  look  more  like  each  other  and  more 
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and  more  toward  emulating  the  research-oriented  school  with  that 
specialization. 

So  unless  there  is  a  major  shift  in  medical  education's  emphasis 
in  this  country,  we  are  not  going  to  see  the  kind  of  impact  that  I 
think  your  question  implies.  It  is  going  to  take  40  years. 

There  was  a  recent  study  that  showed  that  if  you  did  achieve  50 
percent  graduates  tomorrow,  going  into  primary  care,  it  will  take 
40  years  to  get  50/50  distribution  in  the  United  States.  That  is  a 
long  process  that  we  can't  wait  for  to  solve  the  rural  health  prob- 
lems. We  have  to  rely  on  other  more  cost-effective  methods. 

The  Chairman.  Thank  you. 

Are  there  any  other  questions? 

Our  newest  member  of  the  committee,  Mr.  Lucas  was  a  bit  shy 
to  ask  to  be  recognized  so  without  him  asking,  I  will  recognize  with 
the  permission  of  the  other  members. 

Mr.  Lucas. 

OPENING  STATEMENT  OF  HON.  FRANK  D.  LUCAS,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  OKLA- 
HOMA 

Mr.  Lucas.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  make  a  few  brief  remarks  and  ask  to  be  able  to  extend 
those  and  revise  those  for  the  record,  if  that  is  possible. 

Mr.  Chairman,  I  am  very  pleased  that  the  committee  is  holding 
this  hearing  on  the  critical  issue  of  health  care  reform.  As  the 
House  continues  to  consider  health  reform  proposals,  it  is  particu- 
larly important  that  this  committee  give  voice  to  the  unique  health 
care  concerns  of  the  Nation's  farmers  and  farm  families. 

I  recently  finished  4  months  in  western  Oklahoma,  and  one  of 
the  basic  rules  of  thumb  that  the  folks  out  there  laid  on  me,  wheth- 
er it  was  in  the  rural  or  urban  areas,  is  that  whatever  reforms  or 
all  the  reforms  that  this  Congress  might  choose  to  pass,  that  we 
do  our  absolute  best  to  see  that  they  do  more  good  than  harm. 

I  know  that  sounds  oversimplified,  but  simply  to  all  the  members 
of  the  committee,  I  look  forward  to  working  with  this  committee 
and  our  colleagues  to  help  solve  many  of  the  burdens  that  now  face 
rural  Americans  trying  to  provide  their  families  with  quality  health 
care. 

Again,  I  thank  the  chairman  for  the  opportunity  to  make  these 
comments  and  for  holding  this  hearing.  Further,  I  would  like  to 
particularly  and  especially  commend  Congressman  Stenholm  and 
Congressman  Roberts  for  their  leadership  in  the  area  of  rural 
health  care  issues  and  for  their  work  to  make  the  concerns  of  farm- 
ers and  farm  families  heard  as  Congress  approaches  this  health 
care  reform  issue. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Lucas  follows:] 
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STATEMENT  OF 

CONGRESSMAN  FRANK  LUCAS 

RURAL  HEALTH  CARE  HEARING 

COMMITTEE  ON  AGRICULTURE 

JUNE  9,  1994 

Mr.  Chairman,  I  am  very  pleased  the  Committee  is 
holding  this  hearing  today  on  the  critical  issue  of  health 
care  reform.    As  the  House  continues  to  consider 
health  reform  proposals,  it  is  particularly  important  that 
this  Committee  give  voice  to  the  unique  health  care 
concerns  of  the  nation's  farmers  and  farm  families. 

TFe  "debate  over  health  care  reform  is  in  full 
swing,  and  a  fundamental  choice  has  emerged:    Who 
should  drive  health  care  reform?    Should  it  be 
government  bureaucrats,  or  should  it  be  consumers 
empowered  with  more  control  over  their  health  care 
choices  and  costs? 

United  States  citizens  can  boast  of  having  the 
greatest  health  care  system  in  the  world.    People  from 
all  over  the  world  come  here  for  treatment.    However, 
for  a  growing  number  of  rural  Americans,  our  system 
has  grown  increasingly  unaccessible  and  unaffordable. 

Necessary  reforms  can  be  made  to  ensure  that 
American  farmers  and  their  families  are  assured  of 
universal  access  to  affordable  health  care  without  the 
need  to  overhaul  the  entire  system. 
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One  basic  rule  we  all  should  follow  when  it  comes 
to  this  issue  is:    ALL  REFORMS  PASSED  BY 
CONGRESS  MUST  DO  MORE  GOOD  THAN 
HARM.    The  Clinton-government-knows-best  health 
care  system  does  not  hold  to  this  standard  and  must  be 
defeated. 

The  President's  proposal  relies  on  more  federal 
control  and  regulation  of  a  trillion-dollar  industry. 
The  members  of  the  Committee  can  be  assured  that  I 
will  oppose  any  health  reform  bill  that  contains 
employer  mandates;  price  controls  that  will  lead  to  the 
rationing  of  health  care;  and  government-run  health 
systems  that  would  outlaw  nearly  all  current  health 
systems  and  coerce  people  to  purchase  benefits  they 
don't  want. 

It  is  my  belief  that  governments  do  not  make  better 
health  care  decisions  than  individuals.  "One-size"  does 
not  fit  all    Americans. 

The  folks  that  sent  me  here  want  health  insurance 
security.    They  want  health  insurance  that  is  portable; 
feel  that  no  one  should  lose  their  insurance  if  they  get 
sick;  and  feel  that  no  one  should  be  denied  health 
insurance  due  to  a  preexisting  condition.    Further,  they 
want  tax  equity.    Whether  it  is  through  100% 
deductibility  or  universal  tax  credits,  American  farmers 
and  their  families  should  have  a  level  playing  field  in 
health  care  purchasing. 


303 


As  a  farmer/ rancher  from  Western  Oklahoma,  I 
have  firsthand  experience  with  many  of  the  problems 
faced  by  airal  Americans  trying  access  our  nation's 
health  care  system.    As  I  have  studied  some  of  the 
work  done  by  the  bi-partisan  Rural  Health  Care 
Caucus,  I  believe  the  caucus  is  on  the  right  track. 

I  look  forward  to  working  with  this  Committee  and 
our  colleagues  to  help  solve  many  of  the  burdens  now 
faced  by  rural  Americans  trying  to  provide  their 
families  with  quality  health  care. 

Again,  I  want  to  thank  the  Chairman  for  holding 
this  hearing.    Further,  I  would  like  to  especially 
commend  Congressman  Stenholm  and  Congressman 
Roberts  for  their  leadership  on  rural  health  care  issues 
and  for  their  work  to  make  the  concerns  of  farmers  and 
farm  families  heard  as  Congress  approaches  health  care 
reform. 
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The  Chairman.  Thank  you.  Let  me  say  that  when  I  came  here 
all  of  the  questions  were  done  by  seniority.  I  never  got  to  ask  a 
question  in  4  years.  Look  how  you  have  beaten  my  record  here  in 
4  weeks. 

Mr.  Lucas.  I  promise  you  Mr.  Chairman,  I  will  be  in  the  right 
seating  slot  the  next  time  we  do  this. 

The  Chairman.  As  a  matter  of  fact,  when  I  became  chairman,  I 
initiated  the  practice  that  we  go  one  junior  one  senior,  one  junior, 
one  senior  because  it  frustrated  me  that  I  couldn't  ask  a  question 
for  4  years. 

Mrs.  Thurman. 

Mrs.  Thurman.  Dr.  Rumph,  let  me  ask  you  a  question.  Recently, 
I  met  with  a  rotary  club,  but  it  was  a  group  that  was  very  inter- 
ested in  rural  health  care,  and  because  we  have  heard  so  much 
about  managed  care  and  managed  competition. 

Let  me  ask,  you  mentioned  as  one  of  the  issues  as  being  trans- 
portation, which  I  think  is  a  valid  issue  for  some  of  the  rural  areas. 
They  were  suggesting  to  me  that  if  one  of  the  managed  care  plans 
that  they  had  that  if  they  called  an  ambulance,  and  the  ambulance 
came  to  pick  them  up,  that  if  their  care  provider  did  not  pay  that 
within  24  hours  that  there  was  no  allotment  for  reimbursement. 

Have  you  seen  any  of  that  happen  in  your  area? 

Dr.  Rumph.  No,  that  has  not  come  to  my  attention  in  my  area 
as  an  issue.  It  doesn't  mean  that  it  doesn't  exist,  but  it  has  not 
come  to  the  forefront  as  one  of  the  issues  for  the  EMS  service.  I 
have  not  seen  that  on  any  of  their  agendas  as  an  item  for  discus- 
sion. 

Mrs.  Thurman.  Second,  what  is  the  usage  of  your  disadvantaged 
transportation  dollars  as  it  relates  to  some  medical  services  for 
some  of  your  rural  areas?  For  example,  for  dialysis  patients  or 
maybe  some  chemotherapy,  are  they  using  any  of  the  disadvan- 
taged dollars  in  transportation? 

Dr.  Rumph.  There  are  some  limited  funds  that  are  used  through 
the  indigent  care  trust  fund  for  transportation,  but  there  is  no  sys- 
tem in  which  moneys  are  funneled  in  to  address  any  of  the  rural 
transportation  issues.  I  know  at  one  time  when  the  medicaid  reim- 
bursement fees  were  higher,  we  were  developing  a  system,  a  lot  of 
it  based  on  ambulance,  and  some  based  on  private  providers,  to 
network  for  transportation  in  the  rural  areas. 

Those  rates  were  reduced,  and  many  of  them  went  out  of  busi- 
ness and  now  that  system  is  totally  fragmented.  So  the  answer  to 
your  question  is  that  there  is  no  system  in  which  we  can  funnel 
any  of  those  dollars  into. 

Mrs.  Thurman.  Dr.  Filerman,  you  have  mentioned,  and  I  agree 
with  you,  that  part  of  the  problem  is  in  some  of  our  State  statutes 
within  our  practice  acts  there.  What  kind  of  work  are  you  all  doing 
with  State  legislatures  to  try  to  change  some  of  those  practice  acts 
today  as  versus  just  at  the  Federal  level? 

Mr.  Filerman.  A  critical  contribution  that  the  PEW  Commission 
is  making  is  bringing  a  lot  of  sunshine  to  the  issue  in  the  first 
place.  Both  the  legislators  and  the  public  need  to  understand  more 
directly  what  is  at  stake  in  practice  acts  and  how  they  do  or  they 
don't  in  fact  contribute  to  the  public  health  mission  and  public  ac- 
countability. 
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We  find  that  a  lot  of  legislators  simply  haven't  understood  the 
big  picture  and  so  we  are  working  with  the  Association  of  Legisla- 
tures and  with  the  Grovemors'  Association  and  with  other  organiza- 
tions to  both  stimulate  discussion  of  the  practice  act  issue  and  also 
to  try  to  get  more  model  legislation  moving  from  various  sources. 

Another  initiative  that  we  are  beginning  to  explore  is  to  work 
with  an  organization  that  works  with  public  members  of  various 
bodies,  such  as  licensure  boards,  to  help  educate  them  to  be  more 
effective  as  public  representatives  in  representing  broader  interests 
so  that  they  are  not  co-op'ed  by  the  professional  domination  of  the 
boards. 

Mrs.  Thurman.  I  have  one  other  question,  and  I  wish  I  had  my 
notes  here,  but  I  don't.  Are  you  all  familiar  with  some  antitrust  leg- 
islation that  has  been  introduced  into  Congress  that  I  am  getting 
some  real  mixed  signals  on?  I  mean,  it  is  like  I  have  asked  some 
of  my  rural  people  to  look  at  it  and  I  am  getting  some  mixed  sig- 
nals on  whether  this  could  be  good  or  not  be  good. 

Evidently  it  is  based  on — the  Justice  Department  is  doing  some- 
thing on  what  is  called  Seven  Safe  Harbor  areas.  Maybe  I  could  get 
it  to  you  to  take  a  look  at  and  see  the  impact,  because  it  is  some- 
thing that  might  help  rural  areas  and  yet  there  are  some  reserva- 
tions about  it  as  well,  and  I  am  trying  to — I  think  in  one  of  yours, 
Ms.  Long,  there  was  some  conversation  about  the  antitrust  issue 
in  that. 

I  am  getting  some  pressure,  and  some  want  me  to  sign  on  to  it 
and  others  want  me  not  to  sign  on  it.  There  seems  to  be  some  con- 
troversy around  it. 

Mr.  Bernstein.  I  am  not  up  on  that  piece  of  legislation  specifi- 
cally, but  the  issue  that  the  legislation  is  trjdng  to  deal  with  is  a 
very  serious  one  for  rural  areas.  There  is  no  real  guidance  from  the 
Justice  Department  about  how  rural  organizations  can  get  together 
and  when  it  becomes  a  monopoly  and  when  it  is  restriction  on 
trade,  and  it  is  a  serious  issue  out  there  right  now. 

It  is  stopping  little  hospitals  and  doctors  from  working  together 
and  it  is  leaving  vulnerable  our  rural  areas  to  the  bigger  systems 
that  are  coming  out,  because  they  can't  get  themselves  together  so 
it  is  something  that  we  should  pay  attention  to. 

Mrs.  Thurman.  On  the  other  side  of  the  conflict  where  it  could 
hurt  us  in  the  more  urban  areas  and  so  there  is  a  conflict  between 
what  is  happening  in  the  rural  areas  and  the  urban  areas. 

I  would  appreciate  your  input  on  that. 

Thank  you  Mr.  Chairman. 

The  Chairman.  Ms.  Long. 

Ms.  Long.  Thank  you,  Mr.  Chairman. 

Earlier  this  morning  I  joined  Senators  Leahy,  Daschle,  and  Har- 
kin  in  holding  a  press  conference  on  the  issues  of  rural  health  care 
and  we  presented  a  checklist  of  what  we  believe  needs  to  be  in- 
cluded in  health  care  reform.  I  would  like  to  go  through  the  check- 
list and  ask  you  if  you  think  there  should  be  anything  added  to 
these  five  areas. 

First  is  coverage  to  guarantee  aflbrdable  health  care  accessibility 
for  all  Americans.  Second,  availability,  expanding  the  number  of 
rural  providers  and  financial  support  for  facilities  which  I  think 
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you  all  three  discussed.  Third,  community-based  care  support  rural 
communities  in  developing  integrated  systems  of  care. 

Fourth,  fair  compensation,  correct  payment  inequities  and  in- 
crease financial  incentives  for  rural  providers. 

Fifth,  rural  input  and  assure  that  rural  representation  is  in- 
cluded in  decisionmaking  at  all  levels. 

Do  you  believe  that  there  should  be  anything  added  to  those  five 
in  order  to  assure  that  rural  communities  are  going  to  be  able  to 
provide  adequate  health  care? 

Dr.  RUMPH.  I  would  just  like  something  to  be  mentioned  to  en- 
sure that  health  departments  are  part  of  that  mix,  because  now 
they  are  not  an  essential  provider.  If  you  are  not  listed  as  an  essen- 
tial provider,  you  are  basically  on  the  outside. 

Ms.  Long.  OK.  Anything  else? 

Mr.  FiLERMAN.  I  think  it  is  a  very  comprehensive  list. 

Mr.  Bernstein.  I  am  not  sure  where  these  belong  on  the  list, 
and  this  is  just  having  spent  a  lot  of  time  and  having  recently  come 
to  this  conclusion,  the  point  about  a  timeframe  for  rural  areas  to 
be  able  to  get  themselves  together.  It  is  not  just  one  essential  pro- 
vider. It  is  everybody  out  there.  And  maybe  any  health  reform  re- 
quires some  sort  of — I  hate  to  use  the  protection  idea.  I  didn't  be- 
lieve in  it  up  to  6  months  ago,  but  right  now  they  need  to  know 
and  they  need  to  have  some  time  to  get  it  together  before  the  on- 
slaught of  the  big  Wall  Street  firms  and  the  big  dollars  come 
through. 

How  you  put  that  as  one  of  the  sixth  or  seventh,  I  am  not  sure, 
but  I  think  it  is  very  important. 

Ms.  Long.  Thank  you. 

The  Chairman.  Mrs.  Clayton. 

Mrs.  Clayton.  I  wanted  to  follow  up  on  a  couple  of  points  that 
were  made  by  two  of  the  panelists.  As  we  try  to  put  the  infrastruc- 
ture with  manpower  and  looking  at  the  capacity  for  primary  health 
care  physicians,  we  have  had  deans  of  medical  schools  to  empha- 
size two  things. 

One,  those  who  think  they  are  doing  a  very  good  job  in  primary 
health  care  want  to  continue  that,  but  also  see  that  there  is  a  deli- 
cate balance  between  the  research  and  the  specialists.  As  we  push 
for  the  capacity  building,  we  should  not  do  that  at  the  expense  of 
the  delicate  balance. 

The  other  point  is  that  most  of  these  medical  schools  also  have 
curriculum  in  either  nurse  practitioner  or  physician  assistants,  and 
I  agree  that  perhaps  they  ought  to  work  together.  I  am  just  won- 
dering where  is  it  that  the  collaboration  of  the  professional  and  the 
doctors  and  the  specialists  seem  to  be  such  resistance,  and  yet — 
I  know  a  nurse  practitioner  who  has  been  at  Duke  for  years  and 
another  at  UNC  at  least  two  decades  and  yet  even  in  looking  at 
the  reform,  there  was  a  great  discussion  in  the  medical  profession 
as  well  as  with  the  nurses  trying  to  get  professional  acceptance. 

Help  me  understand  what  can  encourage  this  kind  of  natural  re- 
lationship that  has  been  there  all  the  time,  but  is  not  working  for 
the  rural  areas.  In  fact,  it  is  not  working  for  urban  areas  either, 
but  the  resistance  for  working  together  limits  itself  but  it  is  more 
critically  needed  in  the  rural  areas. 
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Mr.  FiLERMAN.  I  wish  I  had  a  magic  bullet  to  answer  that.  As 
I  pointed  out,  we  do  know  that  when  they  do  it,  learn  together, 
that  that  carries  on  into  practice,  but  there  are  tremendously  im- 
portant tensions  between  these  fields,  which  I  think  unfortunately 
and  realistically  are  going  to  grow. 

They  are  going  to  grow  as  more  physicians  move  into  primary 
care.  Hopefully,  specialists  are  retrained  in  some  cases.  The  ten- 
sions will  grow  over  the  dollar  as  well  as  the  turf.  That  is  why  it 
is  important  to  not  only  work  on  the  educational  environment,  but 
also  to  free  up  the  practice  environment,  particularly  so  that  indi- 
viduals managing  health  departments  and  other  kinds  of  health  or- 
ganizations have  the  freedom  to  organize  their  workforce  in  the 
most  cost-effective  and  optimal  way  without  external  constraints 
that  really  don't  have  anything  to  do  with  the  quality  of  care. 

Unfortunately,  there  is  a  lot  of  pressure  from  the  medical  com- 
munity and  other  communities,  to  maintain  those  constraints  for 
economic  reasons.  That  is  the  issue  we  were  discussing  earlier  rel- 
ative to  practice  acts. 

We  are  hoping  to  see  the  numbers  of  physicians  assistants  pro- 
duced in  this  country  and  nurse  practitioners  doubled  within  a  rel- 
atively short  time.  We  think  that  increasingly  physician  groups  will 
see  the  cost-effectiveness  of  employing  those  professionals  and  that 
as  the  public  gains  more  direct  experience  with  these  people  and 
realizes  that  they  are  effective  practitioners  and  they  do  represent 
quality,  demand  will  increase. 

The  public  will  be  demanding  that  they  have  opportunities  to  be 
served  by  these  other  practitioners,  so  one  of  the  keys  is  creating 
better,  more  appropriate  public  expectations. 

Dr.  RuMPH.  May  I  comment  just  briefly  on  your  question  relative 
to  why  is  it  that  the  natural  working  relationship  does  not  seem 
to  exist?  I  think  there  is  and  always  has  been  a  cultural  status  hi- 
erarchy in  the  training  process  that  tends  to  value  in  the  training 
process,  the  specialist  track  more  so  than  even  the  family  physician 
track. 

If  that  exists  between  physicians — in  other  words,  one  has  more 
status  than  the  other,  and  you  are  led  to  feel  that  way  as  one 
trains.  Many  of  my  colleagues  at  the  time  who  came  to  medical 
school  with  the  intention  of  going  back  to  small  communities  ended 
up  as  a  specialist. 

Now,  if  you  translate  that  type  of  culture  to  a  physician  assistant 
level  and  to  a  nurse  level,  the  team  culture  is  not  nurtured  or  fos- 
tered in  a  medical  education.  So  there  is  no  natural  tendency  then 
once  one  finishes  to  act  as  a  team.  Does  that  make  any  sense? 

Mr.  Bernstein.  I  think  that  the  one  piece  of  optimism  in  the  fu- 
ture of  getting  the  team  effort  instead  of  individual  provider-types, 
is  that  the  payment  system  is  changing  rapidly  toward  the  man- 
aged care  system  so  when  they  lump  all  the  money,  it  doesn't  mat- 
ter. Companies  are  going  to  want  to  get  the  job  done  and  they  are 
going  to  put  the  mix  of  people  together  that  has  to  be  acceptable 
to  the  patients,  but  is  most  efficient,  and  that  we  have  never  really 
had  before,  except  in  our  HMO's. 

So  I  think  that  will  be  very  helpful,  but  I  would  caution  about 
looking  at  nurse  practitioners  and  P.A.'s.  As  you  know,  we  staff  all 
our  health  centers  with  nurse  practitioners  and  P.A.'s,  no  physi- 
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cians  in  the  1970's.  But  in  the  rural  areas,  if  you  don't  have  a  nu- 
cleus of  physicians — and  that  today  is  a  minimum  of  four  covering 
for  each  other — they  don't  want  nurse  practitioners  and  P.A.'s  be- 
cause they  can't  cover  the  night  call.  Whereas  in  a  city,  if  you  have 
20  physicians,  there  is  plenty  of  coverage  to  share. 

So  I  would  just  caution  you  a  little  bit  about  thinking  that  any 
of  these  things  are  magic  bullets  to  complicated  problems. 

Mrs.  Clayton.  One  question  in  another  sphere  is  the  question 
about  antitrust  and  the  economy  of  scales  for  rural  areas.  Unless 
there  is  some  way  where  rural  communities  can  cooperate  and 
amass  that  economy  of  scale  that  we  are  beginning  to  look  at  costs 
as  a  factor  and  the  quality  of  care,  if  we  are  not  able  to  cooperate, 
we  are  indeed  having  the  onslaught  of  not  only  Madison  Avenue- 
managed  care,  but  you  are  also  having  some  cherry  picking. 

Rural  areas  that  are  disadvantaged  with  high  levels  of  senior  cit- 
izen or  chronically  ill  are  not  going  to  be  as  economically  able  to 
manage  as  those  who  are  around  a  college  community  where  there 
are  younger  people  and  more  vibrant  in  their  health.  So  part  is  the 
size. 

The  other  is  the  demographics  of  rural  areas  and  I  am  not  sure 
how  we  control  each  or  either  how  we  make  these  alliances  or 
whatever  structure  sensitive  to  this  phenomenon  that  we  have  in 
rural  areas. 

Mr.  Bernstein.  Can  I  respond?  It  gets  at  what  Representative 
Long  was  discussing  a  minute  ago  also.  If  we  rely  completely  on 
the  sensitivity  of  these  big  organizations  to  rural  areas,  I  believe 
this  country  is  making  a  very  big  mistake.  Not  that  there  are  not 
a  lot  of  sensitive  big  players  out  there,  but  there  are  many  others, 
that  is  the  bottom  line,  that  counts,  especially  if  they  are  on  the 
stock  market. 

So  I  think  that  we  have  to  rely  somewhat  on  sensitivity,  but  if 
the  system  doesn't  have  incentives  and  disincentives  or  rules  on 
how  to  play  this  game,  our  rural  communities  are  going  to  be  dev- 
astated. 

Take  your  own  community,  which  has  three  or  four  physicians. 
We  have  about  15  HMO's  in  the  State.  There  are  more  than  40  li- 
censed now,  so  the  rest  of  those  from  15  to  40  are  not  in  operation. 
They  are  going  to  come  on  line. 

To  be  an  HMO  in  North  Carolina  or  anywhere  in  the  United 
States,  the  plan  must  have  a  foundation  of  primary  care  physi- 
cians. The  value  of  a  primary  care  physician  for  a  new  HMO  is  not 
what  he  generates,  which  is  what  the  value  is  to  a  rural  commu- 
nity, but  rather  it  is  the  price  to  compete  as  a  plan.  Therefore,  new 
HMO's  will  bid  up  the  price  of  primary  care  physicians. 

They  would  gladly  buy  the  four  physicians  right  out  of  your  coun- 
ty and  put  them  in  Raleigh  or  Charlotte  tomorrow.  That  leaves 
your  county  with  no  physicians.  That  is  why  I  feel  strongly,  and  I 
hadn't  felt  this  way  until  a  few  months  ago,  that  in  our  health  care 
legislation,  there  has  to  be  a  phase-in  protection  for  a  couple  of 
years,  especially  for  underserved  rural  areas. 

The  Chairman.  Mr.  Stenholm. 

Mr.  Stenholm.  I  couldn't  agree  more  with  that  last  statement. 
You  know,  we  have  talked  managed  competition.  However  many 
there  are  in  this  room,  we  each  have  a  different  definition  of  man- 
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aged  competition.  But,  to  me,  that  has  always  meant  Government 
as  a  strong  referee  in  the  delivery  of  health  care,  and  nothing 
more. 

You  can  have  HMO's  and  you  can  have  health  alliances  and  do 
all  kinds  of  things,  but  managed  competition  means  Government 
managing  and  I  tried  to  compare  that  to  what  we  in  Government 
did  in  the  savings  and  loan  industry.  We  followed  those  who  said 
let  the  market  take  its  natural  course  and  the  Government  had  lit- 
tle oversight  and  we  paid  dearly  for  it. 

Mr.  Bernstein,  the  point  that  you  were  making,  we  have  to  be 
careful  in  how  much  leeway  we  give  the  market  because  the  mar- 
ket is  not  perfect.  It  only  works  when  you  have  a  proper  referee. 
One  of  the  difficulties  that  I  have  had  with  some  of  the  plans  out 
here,  some  folks  want  the  Government  to  be  the  coach,  the  player, 
the  team,  the  referee,  and  the  fans. 

You  said  a  while  ago.  Dr.  Filerman,  that  one  of  your  objectives 
is  to  have  a  better,  more  perfect  public  expectation.  Oh,  boy,  if  you 
can  help  us  with  that  one,  because  the  public  expects  way  more 
than  we  are  willing  to  pay  for  in  this  area,  and  yet  in  rural  areas, 
I  am  finding  just  the  opposite. 

You  know  what  my  smaller  hospitals  are  telling  me  is,  if  Govern- 
ment would  just  let  us  do  some  of  the  things  we  can  do  and  do 
them  efficiently  instead  of  requiring  so  much  from  us  that  we  con- 
sider to  be  unnecessary,  we'd  be  much  better  off. 

I  like  this  one  example.  A  hospital  in  December  of  1992,  and  Jan- 
uary of  1993  had  nine  different  public  investigations,  inspections  of 
their  facility.  All  of  the  inspectors  drove  up  to  200  to  300  miles  to 
come  out  and  to  view  that  little  hospital.  That  was  more  patients 
than  they  had  in  that  2-month  period. 

So  the  expectation  of  Grovernment  in  this:  If  we  are  not  careful, 
we  are  going  to  expect  to  have  perfection  and  not  be  willing  to  pay 
for  it  or  unable  to  pay  for  it  unless  we  follow  some  common  sense 
direction.  Each  of  you  in  your  testimony  today  have  said  "Listen  to 
us  at  the  bottom.  Look  at  some  of  the  suggestions." 

AHEC's,  for  example,  they  are  working  beautifully.  I  like  the 
concept  of  extending  this  into  an  extension-type  of  an  arrangement 
like  we  have  for  agriculture.  Related  efforts  are  already  working 
beautifully  in  many  States  because  nutrition  and  health  are  one 
and  the  same. 

Unless  you  provide  for  a  healthy  start  from  the  womb  to  the  first 
3  or  4  years  of  a  formative  life  of  a  child,  you  are  going  to  pay 
much  more  dearly  in  cost.  So  there  is  so  much  in  common  between 
the  Agriculture  Committee  and  the  health  care  community.  And 
that  is  why  this  hearing  today  and  Ms.  Long's  caucus  and  the  rural 
health  care  coalition  are  all  related.  There  are  so  many  things 
which  we  have  in  common. 

If  we  will  listen  to  your  six  points.  Dr.  Filerman,  if  we  will  just 
listen  to  those  as  we  put  together  this  big  package  and  not  expect 
too  much,  not  try  to  do  too  much. 

I  liken  it  again  to  food.  We  have  some  folks  around  this  country 
that  want  us  to  spend  unlimited  dollars.  Dollars  don't  matter  to 
some  people.  We  spend  unlimited  dollars  getting  a  98.2  percent 
safe  food  supply  versus  a  98  percent  safe  food  supply.  You  are  con- 
cerned if  you  have  volume  of  food;  health  care  for  rural  America. 
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Some  of  us  could  care  less  whether  we  have  a  cracked  window 
pane  in  the  bathroom  or  whether  the  third  tile  in  the  wall  in  the 
bathroom  is  cracked  or  whether  the  water  fountain  is  not  recessed 
in  a  perfect  way  in  the  wall  so  that  a  patient  walking  down  might 
trip  over  the  water  fountain  and  might  hurt  themselves,  or  we 
could  care  less  whether  the  light  bulb  is  not  burning  in  a  strategic 
area  of  the  dark. 

Those  are  all  unnecessary  costs.  They  do -not  contribute  one  iota 
to  the  quality  of  health  care  or  the  quantity  of  health  care.  Each 
of  you  have  in  your  own  statements  said:  Take  a  look  at  the  bottom 
up.  Listen  to  the  needs  of  the  community  health  clinics,  the  public 
health  side  of  this. 

Recognize  that  in  many  areas  they  are  essential.  Let's  not  leave 
them  out,  because  they  are  absolutely  essential  in  some  areas. 

In  some  areas,  they  are  not,  but  in  other  areas,  they  are. 

I  commend  you  for  your  statements.  I  hope  that  we  will  have  the 
good  judgment  to  see  that  much  of  this  gets  into  the  legislation 
that  eventually  passes. 

The  Chairman.  Thank  you  very  much.  That  is  some  outfit  in 
Baltimore  that  supervises  the  hospital.  What  is  the  name?  It  is  H- 
A-S-P  or  something  like  that?  Would  you  know?  The  medicare  su- 
pervisor of  the  hospitals. 

Mr.  FiLERMAN.  The  Health  Care  Financing  Administration; 
HCFA? 

The  Chairman.  Yes,  HCFA.  They  are  the  ones  that  keep 
harassing  all  the  rural  hospitals  throughout  the  United  States, 
HCFA. 

We  thank  all  of  you  for  being  here.  We  appreciate  it  very  much. 
Rest  assured  your  testimony  will  be  very  helpful  to  us  as  we  work 
together. 

We  now  have  Ms.  Diane  Mull  who  will  be  accompanied  by  Mrs. 
Juanita  Garcia  and  Dr.  Cruz  Torres  and  Mr.  Francis  "Buzz" 
Shackleford.  If  you  would  join  the  group. 

Is  Levi  Mesteth  or  Cecilia  Fire  Thunder  in  the  audience? 

We  welcome  you,  and  I  understand  that  Mrs.  Garcia  is  not  en- 
tirely fluent  in  English,  but  there  is  an  interpreter  that  will  assist 
her.  Or  if  not,  I  could  do  it. 

Ms.  Mull.  Your  preference,  Mr.  Chairman.  We  have  an  inter- 
preter. 

The  Chairman.  You  have  one?  Fine. 

[Speaking  Spanish.] 

Mrs.  Garcia.  [Speaking  Spanish.] 

The  Chairman.  I  welcomed  Mrs.  Garcia  in  Spanish  and  told  her 
that  I  have  volunteered  to  interpret  for  her,  but  since  you  have  one 
available,  then  we  will  use  the  other  one. 

Ms.  Mull.  Mr.  Chairman,  certainly  we  would  welcome  your  in- 
terpreting. 

The  Chairman.  No,  we  will  try  yours  out. 

Ms.  Mull.  Thank  you,  Mr.  Chairman.  We  have  prepared  state- 
ments for  Senora  Garcia  and  myself  for  the  record. 

The  Chairman.  Both  of  your  statements  will  appear  in  total  in 
the  record  as  well  as  yours,  Mr.  Torres,  as  well  as  yours,  Mr. 
Shackleford,  and  you  may  summarize  as  you  see  fit. 
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Ms.  Mull.  Thank  you.  We  would  like  to  request  that  the  record 
be  held  open  that  so  additional  testimony  from  farmworkers  from 
your  district  who  could  not  be  here  for  health  reasons,  if  it  is  pos- 
sible, that  we  could  submit  their  statements. 

The  Chairman.  We  ordinarily  do  that  for  several  days  or  a  week. 
We  will  be  happy  to  keep  it  open  for  4  or  5  days. 

STATEMENT  OF  LYNDA  DIANE  MULL,  EXECUTIVE  DIRECTOR, 
ASSOCIATION  OF  FARMWORKER  OPPORTUNITY  PROGRAMS 

Ms.  Mull.  Thank  you  Mr.  Chairman. 

Good  morning.  My  name  is  Diane  Mull,  and  I  am  the  executive 
director  of  the  Association  of  Farmworker  Opportunity  Programs. 
AFOP  is  a  national  association  of  nonprofit  community-based  orga- 
nizations and  State  agencies  who  provide  employment,  training, 
and  support  service  training  programs  for  low-income  migrant  and 
seasonal  farmworkers. 

Most  of  our  members  provide  additional  services  to  farmworkers 
including  Head  Start,  migrant  health  services,  and  housing  assist- 
ance. Our  extensive  network  of  organizations  operate  in  49  States 
and  Puerto  Rico  through  a  series  of  field  offices,  over  500,  located 
in  rural  agricultural  America.  We  appreciate  this  opportunity  to 
testify  before  the  committee  on  this  extremely  important  issue. 

With  me  today  is  Senora  Juanita  Garcia,  a  migrant  farmworker 
from  Texas.  I  would  like  her  to  offer  some  additional  comments 
with  respect  to  our  recommendations  regarding  health  care  for 
farmworkers. 

Senora  Garcia. 

STATEMENT  OF  JUANITA  GARCIA,  MIGRANT  FARMWORKER, 

PHARR,  TX 

Mrs.  Garcia  [through  translator].  My  name  is  Juanita  Garcia.  I 
was  born  in  Weslaco,  Texas.  I  am  41  years  old.  I  have  five  children 
who  are  in  Iowa  at  this  time.  I  left  Texas  at  7  o'clock  in  the  morn- 
ing, Monday.  I  arrived  in  Iowa  at  3  o'clock  in  the  afternoon,  Tues- 
day. The  van  I  was  traveling  in  broke  down  on  the  trip  here  and 
we  had  to  fix  the  fan  belt  in  our  truck  in  order  to  make  it  to  Iowa 
to  make  it  here. 

I  have  a  problem  in  that  I  have  high  blood  pressure.  My  doctor 
in  McAllen,  Texas,  told  me  that  I  have  a  propensity  toward  either 
getting  a  heart  attack  or  a  brain  seizure.  I  might  get  sick  on  the 
road  and  I  don't  have  any  money  to  pay  for  any  of  these  kinds  of 
costs.  And  we  don't  have  Medicaid  at  this  time  either. 

Since  January,  I  have  not  had  Medicaid.  It  is  extremely  difficult 
to  travel  to  work  in  farmwork  on  the  road  migrating  without  any 
type  of  Medicaid  or  health  care.  And  if  somebody  were  to  get  sick 
on  the  road,  what  would  we  do? 

We  go  to  Iowa  every  year  because  in  Texas  there  is  not  any  work 
for  us  during  the  time  that  we  go.  If  we  had  work  in  Texas,  we 
would  not  have  to  go  so  far.  My  husband  had  a  problem  in  January 
with  his  liver.  He  was  very  sick  and  I  had  to  bring  him  to  Reynosa, 
Mexico.  They  told  me  he  had  some  kind  of  stones  in  his  liver  or 
something.  We  don't  have  Medicaid,  but  they  told  us  he  needed  an 
operation,  but  since  we  don't  have  Medicaid,  he  can't  get  the  oper- 
ation. 
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My  daughter  who  is  7  years  old  also  currently  has  a  tonsil  infec- 
tion. I  also  had  to  bring  her  to  Reynosa  as  well  because  the  doctors 
in  McAllen  are  very  expensive.  In  Mexico,  we  are  able  to  pay  for 
the  consultation  and  for  the  medicine.  But  there  is  not  enough 
money  to  do  that  here. 

The  medicine  that  I  have  here  in  this  bottle,  I  got  in  February 
when  I  was  at  a  migrant  conference  in  San  Antonio.  The  Head 
Start  program  for  the  organization  Proteus  in  Iowa  where  I  partici- 
pate in  the  Head  Start  advisory  committee  bought  me  this  medi- 
cine, but  I  still  have  the  bottle  because  I  can't  get  more. 

I  am  supposed  to  take  one  every  day  but  I  take  one,  when  I  don't 
feel  so  good  or  when  I  am  having  problems  because  I  have  to  make 
them  last.  I  can't  afford  to  get  new  ones. 

One  member  of  my  family,  a  nephew,  was  traveling  from  a  mi- 
grant job  in  Maryland  back  to  Texas  and  in  Mississippi  his  truck 
got  into  an  accident  and  flipped  over.  The  wife  of  my  nephew  broke 
her  spine — her  back.  She  had  a  brace  on  her  back  as  a  result  of 
the  breaking  of  her  spine.  And  my  nephew  broke  his  arm.  And  one 
of  the  other  people  in  the  van  had  to  have  her  hair  shaved  for  the 
cuts  and  bruises  that  were  there.  And  they  didn't  have  Medicare 
or  Medicaid,  so  you  know.  And  because  of  this,  I  am  very  afraid 
for  what  could  happen  to  my  family,  what  could  happen  to  us  when 
we  are  on  the  road  migrating  when  we  don't  have  any  kind  of 
health  assistance. 

One  time  when  we  were  in  Michigan,  my  daughter  drank  some 
Clorox  when  we  didn't  see  her.  She  was  only  a  year  old.  We 
brought  her  to  the  migrant  clinic  and  then  they  sent  me  to  the 
emergency  room  at  the  hospital.  The  only  thing  that  they  did  was 
they  gave  her  a  little  carton  of  milk  and  we  didn't  have  any  medi- 
cal assistance.  And  they  sent  me  a  bill  to  my  home  in  Texas  for 
$55  for  a  little  carton  of  milk.  I  didn't  pay  it  because  it  was  only 
a  little  carton  of  milk.  They  didn't  do  anything  else  for  her. 

And  what  we  would  like  to  see  is  a  kind  of  a  card  that  you  could 
use  like  the  Medicare  card  that  would  allow  you  to  get  medical 
services  in  all  the  States,  not  just  in  Texas,  but  when  you  are  on 
the  road.  Because  when  I  come  back  from  Iowa,  then  I  qualify  for 
Medicaid  because  I  don't  have  work.  When  I  am  working,  I  cannot 
get  that  assistance.  And  for  my  daughter,  too,  they  also  eliminate 
it  when  she  is  working. 

I  have  been  working  as  a  migrant  farmworker  since  I  was  12 
years  old,  at  which  time  I  earned  about  50  cents  an  hour. 

The  Chairman.  Is  she  concluded? 

Mrs.  Garcia  [through  translator].  It  is  very  important  that  when 
you  form  this  plan  that  you  are  doing  that  you  consider  the  poor 
people,  the  people  that  don't  have  any  resources,  because  for  me, 
if  I  had  to  choose  between  getting  help  for  food  or  getting  help  for 
my  health,  I  would  choose  my  health,  because  for  food  you  can  al- 
ways make  some  beans  and  stuff  like  that,  cheaper  food,  but  the 
medical  expenses  are  so  expensive. 

The  Chairman.  For  the  record,  let  me  verify  that  they  are  work- 
ing somewhere  near  Sioux  City,  Iowa? 

Mrs.  Garcia  [through  translator].  About  2  hours  from  Sioux  City. 

The  Chairman.  South,  about  2  hours  south  of  Sioux  City. 
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Mrs.  Garcia  [through  translator].  The  farm  labor  contractors 
would  take  the  money  for  any  kind  of  medical  assistance  if  they 
were  the  ones  given  the  responsibility,  whereas  the  farmer  would 
be  more  likely  to  pay  for  the  medical  expenses.  Since  6  years  ago 
we  stopped  working  for  the  farm  labor  contractors  because  we  have 
had  such  bad  experiences  with  them  and  we  won't  do  that  any- 
more. 

The  farmer  doesn't  provide  the  medical  insurance  because  they 
didn't  have  to — they  didn't  come  under  a  farm  labor  contract,  but 
rather  they  were  just  looking  out  for  their  own,  and  I  understand 
that  the  farmer  is  not  under  obligation,  when  they  come  under  con- 
tract. 

Ms.  Mull.  There  is  a  common  practice  in  agriculture  where 
workers  such  as  Senora  Garcia  are  treated  as  independent  contrac- 
tors. As  a  result  they  would  be  responsible  for  their  own  health 
care,  even  though  under  IRS  regulations  they  are  technically  em- 
ployees. But  this  has  been  somewhat  of  an  illegal  practice  in  ma- 
nipulating employees  to  be  looked  at  as  if  they  were  independent 
contractors  so  that  they  are  responsible  for  their  own  Social  Secu- 
rity, FICA,  and  any  other  health  coverage. 

The  Chairman  [speaking  Spanish].  I  asked  her  if  they  went  to 
the  farmworkers  clinic,  and  her  reply  was  that  they  did,  but  they 
give  her  an  appointment  a  month  or  month  and  a  half  later  and 
that  her  illness  was  such  that  they  could  not  wait. 

Ms.  ROTTENBERG.  He  wanted  them  to  check  her  blood  pressure 
to  renew  the  prescription  but  they  were  not  able  to  do  that. 

The  Chairman  [speaking  Spanish].  I  asked  her  where  she  was 
bom  and  she  said  she  was  bom  in  Weslaco,  Texas,  but  grew  up  in 
Mexico  and  her  children  were  bom  in  Reynosa,  Mexico.  Four  were 
bom  in  Reynosa  and  the  youngest  one  was  bom  in  McAllen,  Texas. 

Thank  you. 

[The  prepared  statement  of  Mrs.  Garcia  appears  at  the  conclu- 
sion of  the  hearing.] 

Ms.  Mull. 

Ms.  Mull.  As  you  have  heard  from  Senora  Garcia's  testimony 
today,  farmworkers  and  especially  migrant  workers  face  barriers  in 
obtaining  health  care.  These  major  barriers  are  financial,  geo- 
graphical, occupational,  linguistic,  and  cultural  barriers. 

The  result  is  that  farmworkers  do  not  receive  the  health  care 
that  they  need.  The  lack  of  access  to  health  care  allows  for  prevent- 
able, treatable  illnesses  to  fester  into  emergency  situations  and 
devastate  the  farmworker  community  and  the  individual's  ability  to 
work. 

A  health  plan  that  does  a  good  job  of  providing  coverage  to  this 
Nation's  approximately  4  million  migrant  and  seasonal  farm- 
workers must  address  these  barriers,  but  working  around  the 
unique  constraints  that  are  faced  by  farmworkers.  There  are  four 
key  issues  that  address  farmworker  access:  Eligibility  of  services, 
portability  of  services,  cost  of  services,  and  availability  of  enabling 
services. 

We  also  would  like  to  point  out  two  important  elements  of  how 
the  program  must  be  administered  in  order  to  successfully  cover 
migrant  and  seasonal  farmworkers.  I  am  going  to  go  into  the  four 
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major  areas,  the  four  key  issues  and  two  administrative  points  that 
we  would  Uke  to  bring  out. 

Farmworkers  work  on  a  seasonal  basis.  As  a  result  they  may 
work  for  multiple  employers,  and  they  may  only  work  for  a  short 
period  of  time,  from  days  to  weeks.  So  it  is  important  that  employ- 
ers be  asked  to  pay  for  the  premiums  for  all  workers  no  matter  for 
how  long  those  workers  may  have  worked  for  the  individual  em- 
ployer. 

The  Clinton  health  plan,  for  example,  would  free  employers  from 
paying  insurance  premiums  for  employees  working  fewer  than  40 
hours  per  month.  Because  this  plan  does  not  substitute  public 
funding  for  the  employer's  share  but  instead  shifts  the  payment  ob- 
ligation to  the  worker,  such  a  threshold  would  mean  that  a  large 
percentage  of  the  farmworker  population  would  be  paying  both  for 
the  employees  as  well  as  the  employer's  share  of  insurance  pre- 
miums. 

We  must  deal  with  the  coverage  too  of  undocumented  farm- 
workers. Despite  the  perception  that  a  large  percentage  of  farm- 
workers are  undocumented  workers,  according  to  the  National  Ag- 
ricultural Workers  Survey  by  the  Department  of  Labor,  more  than 
80  percent  of  the  farmworker  population  is  legal.  They  are  legally 
authorized  to  work  and  they  are  residents  of  the  United  States. 

With  diseases  such  as  tuberculosis  and  HIV  overrepresented  in 
the  farmworker  population,  it  is  a  public  health  imperative  that 
some  type  of  coverage  be  provided  for  undocumented  workers  as 
well  as  those  who  are  documented. 

The  portability  of  services  is  another  extremely  key  issue.  As  Se- 
nora  Garcia  mentioned,  having  a  card  or  portable  way  of  identify- 
ing that  they  are  eligible  for  health  coverage  while  they  are  travel- 
ing from  a  home  base  to  an  upstream  State  or  to  any  particular 
locality  that  they  might  be  in,  would  help  to  accelerate  the  farm- 
workers availability  and  accessibility  to  health  care  services.  There 
must  be  no  surcharge  for  health  service  if  it  is  provided  by  health 
centers  outside  of  the  worker's  health  alliance. 

The  Clinton  plan  specified  that  workers  would  only  be  eligible  for 
services  for  6  months  after  leaving  the  home  base  area.  Such  a 
short  time  would  limit  many  migrant  farmworkers  and  would  cut 
them  off  from  needed  health  care  services  while  they  were  working 
in  upstream  States. 

We  have  learned  an  important  lesson  from  the  Medicaid  system. 
Despite  the  fact  that  farmworkers  should  be  eligible  for  Medicaid 
services  because  of  their  poverty  level,  what  we  find  is  that  it  is 
difficult  for  most  farmworkers,  when  they  are  working,  to  qualify 
for  Medicaid.  That  is  because  States  have  varying  ways  of  adminis- 
trating the  program.  They  set  varying  eligibility  and  enrollment 
procedures. 

As  a  result,  with  the  way  they  handle  looking  at  income,  if  a 
farmworker  seeks  Medicaid  assistance  at  the  time  of  the  peak  agri- 
cultural season,  the  result  is  that  they  take  that  income  for  that 
short  peak  period  and  apply  it  as  if  that  is  the  total  annualized  in- 
come of  the  individual. 

In  reality,  about  half  of  farmworkers  only  make  $7,500  a  year, 
but  while  they  are  working  they  are  not  eligible  for  Medicaid  as- 
sistance. Ironically,  you  are  eligible  for  Medicaid  when  you  are  not 
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working.  You  are  not  eligible  when  you  are.  That  becomes  a  dis- 
incentive to  work. 

The  cost  of  services  and  the  premiums,  or  the  portion  of  which 
farmworkers  have  to  pay,  should  be  kept  low.  Even  for  a  farm- 
worker's pay,  low  copayments  of  $10  for  visits  to  a  doctor's  office 
could  prohibit  farmworkers  who  are  living  in  extreme  poverty  from 
obtaining  medical  care. 

Enabling  services;  they  are  important — There  is  a  lack  of  trans- 
portation, there  is  a  lack  of  bilingual  medical  staff.  The  enabling 
services  need  to  be  made  available  so  that  farmworkers  have  ap- 
propriate access.  Funds  to  provide  these  outreach  services  and  the 
availability  of  high-quality  bilingual  medical  staff  are  important  to 
making  health  care  actually  happen  for  farmworkers. 

As  far  as  an  administrative  consideration,  we  can't  rely  on  farm 
labor  contractors  to  be  responsible  as  the  individual  to  pay  pre- 
miums. Responsibility  cannot  be  shifted  to  farm  labor  contractors. 
Agricultural  employers  must  be  responsible  for  providing  for  the 
health  care  premiums  for  their  workers. 

Farm  labor  contractors  are  notorious  for  their  abuses  to  agricul- 
tural workers.  In  hearings  that  have  been  held  here,  and  in  other 
committees,  it  has  consistently  been  documented  about  their 
abuses.  Relying  on  such  individuals  to  pay  the  health  care  pre- 
miums for  farmworkers  would  prove  disastrous  and  be  an  enforce- 
ment nightmare.  The  responsibility  must  also  not  be  passed  on  to 
farmworkers  who  are  illegally  treated  as  independent  contractors. 

Farmworkers  are  employees.  They  are  not  independent  contrac- 
tors who  should  be  responsible  for  their  own  health  care  coverage. 

We  believe  that  the  funding  for  farmworker  health  care  can  be 
delivered  through  two  simultaneous  means.  One  would  be  in- 
creased funding  for  migrant  health  centers,  but  that  is  not  the  only 
area.  We  feel  it  is  also  important  that  we  establish  a  trust  fund  for 
farmworker  health  care  coverage  that  would  be  financed  by  grower 
contributions. 

The  size  of  the  contributions  would  be  based  on  the  employer's 
total  migrant  and  seasonal  worker  payroll.  Contributions  made  by 
agricultural  employers  should  be  comparable  to  those  made  by 
other  employers  and  other  deficiencies  in  the  trust  fund  should  be 
paid  by  general  revenues. 

Few  populations  in  this  country  experience  the  type  of  problems 
that  migrant  and  seasonal  farmworkers  do.  Infant  mortality  rates 
are  nearly  twice  as  high  as  that  of  the  rest  of  the  population.  Infec- 
tious diseases,  parasitic  infection,  malnutrition,  dental  disease,  and 
chronic  illnesses  also  appear  at  a  shocking  rate  amongst  the  farm- 
worker population. 

In  fact,  the  farmworker's  lifespan  is  nearly  20  years  less  than 
that  of  the  rest  of  the  American  population.  I  am  sure  that  you  will 
agree  that  the  men  and  women  who  work  in  the  United  States  who 
put  the  food  on  our  tables  should  not  be  treated  in  that  way.  A 
health  care  plan  that  is  designed  to  serve  the  unique  needs  of 
farmworkers  by  incorporating  the  features  that  I  have  mentioned 
today  and  that  Juanita  has  so  appropriately  and  adequately  dis- 
cussed, goes  a  long  way  toward  helping  to  resolve  these  problems. 

Thank  you  again,  Mr.  Chairman,  for  the  opportunity  for  us  to 
speak  on  this  issue. 


81-980  0-94-11 
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[The  prepared  statement  of  Mrs.  Mull  appears  at  the  conclusion 
of  the  hearing.] 
The  Chairman.  Thank  you  very  much.  Next,  Dr.  Torres. 

STATEMENT  OF  CRUZ  C.  TORRES,  ASSOCIATE  PROFESSOR, 
UNIVERSITY  OF  TEXAS-PAN  AMERICAN 

Mrs.  Torres.  Thank  you.  My  name  is  Cruz  Torres  and  I  come 
today  wearing  many  hats.  Basically  I  am  a  nurse  sociologist.  I  was 
also  a  migrant  for  the  first  18  years  of  my  life.  My  parents  had  to 
wait  for  about  a  week  until  my  mother  regained  her  strength  after 
I  was  born  to  start  migrating  up  to  Ohio.  So  my  inception  was  very 
much  a  real  one  when  it  came  to  be  a  migrant  worker. 

I  was  also  a  resident  of  Zapata  County  in  Texas.  Zapata  is  one 
of  the  200  nonmetropolitan  counties  in  Texas.  The  nearest  town  in 
any  direction  is  50  miles  away.  But  after  hearing  the  testimony  of 
others  today,  those  are  not  very  great  distances  I  understand. 

Today  my  county  has  a  24-hour  medical  clinic  and  is  one  of  those 
regional  clinics  that  a  major  institution  has  brought  down.  It  has 
24-hour  service  that  is  manned  by  physicians  that  come  from  La- 
redo, 50  miles  away,  on  a  temporary  basis,  on  a  rotating  basis.  Za- 
pata does  not  have  a  permanent  in-house  physician.  We  do  not 
have  a  primary  care  physician  that  has  private  duty. 

During  my  tenure  as  the  district's  school  nurse,  I  saw  my  com- 
munity's health  services  deteriorate  from  having  two  private  physi- 
cians, then  having  none.  We  had  no  pharmacies  and  no  dentists. 
We  have  a  pharmacist  and  a  dentist  today,  but  because  of  financial 
restrictions  most  of  the  time,  if  not  all  of  the  time,  this  private  pro- 
fessional refuses  to  accept  Medicaid  or  Medicare  cards  because  the 
reimbursement  schedule  is  not  to  their  liking. 

For  a  time,  the  only  link  that  we  had  in  Zapata  County  to  medi- 
cal services  was  volunteer  fire  department  ambulance  drivers.  Dur- 
ing this  time,  I  was  the  highest-ranking  medical  authority.  I  was 
a  registered  nurse.  And  my  husband  got  to  the  point  that  he  didn't 
want  to  answer  the  phone  in  the  middle  of  the  night  anymore.  The 
awesome  responsibility  that  came  with  that  task  was,  why,  today 
I  am  a  sociologist  that  happens  to  have  a  nursing  license  rather 
than  a  registered  nurse  that  happens  to  know  sociology. 

Because  of  the  lack  of  resources  in  my  community,  I  became  part 
of  the  problem  instead  of  being  part  of  the  solution.  I  exited  the 
health  professions.  So  I  am  part  of  the  health  crisis  in  America.  I 
am  part  of  the  problem. 

I  do  apologize,  but  at  the  time,  I  felt  that  it  was  the  only  thing 
I  could  do.  Our  health  care  system  can  provide  some  of  the  most 
technological  advances,  but  ironically,  most  of  our  rural  population 
does  not  have  access  to  this  care. 

Rural  communities  are  among  those  populations  that  most  often 
lack  adequate  access  to  these  technological  wonders  that  we  have 
developed.  In  rural  communities  we  obtain  our  health  care  through 
a  very  fragile  network  of  safety  netting.  Access  to  care  and  paying 
for  care  have  always  been  a  primary  concern  in  rural  America.  So 
today's  national  health  crisis  only  serves  to  magnify  the  health  cri- 
sis that  already  existed  for  us. 

As  the  rural  population  in  the  United  States  grows  proportion- 
ately smaller,  our  vulnerabilities  increase.  We  have  higher  rates  of 
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chronic  illness  and  higher  rates  of  disability  and  higher  rates  of  in- 
fant mortality.  We  are  increasingly  at  risk  for  health  problems  that 
could  be  alleviated  with  very  simple  intervention. 

At  the  same  time,  there  are  changes  that  are  happening  in  the 
health  delivery  system  that  also  create  pressures  for  rural  health 
care  delivery,  and  they  have  already  been  amply  stated  by  previous 
presenters  so  I  am  not  going  to  go  into  them.  But  all  of  these 
changes  make  us  even  more  vulnerable  in  rural  America. 

Let  me  touch  briefly  on  two  problems  that  have  been  already  al- 
luded to,  but  I  want  to  go  ahead  and  continue  to  reemphasize  the 
problem.  Issues  that  we  need  to  be  concerned  about  are  availability 
and  accessibility.  No  significant  health  care  improvement  can  be 
made  in  rural  communities  without  availability  and  accessibility  to 
health  professionals.  We  have  a  desperate  shortage,  we  have  a  des- 
perate maldistribution  of  primary  health  professionals. 

Simply  stated,  in  rural  America  we  do  not  have  enough  doctors. 
We  do  not  have  enough  health  practitioners  to  serve  the  popu- 
lation. 

Because  of  this  lack  of  services,  then,  we  are  relegated  to  using 
hospital-based  services  which  are  costly  and  ineffective.  And,  again, 
we  realize  that  in  some  studies  that  have  been  done,  about  6  per- 
cent of  the  emergency  room  patients  are  really  emergencies.  The 
rest  are  simply  people  that  are  going  there  to  get  their  sore  throats 
or  gastrointestinal  problems  resolved.  But  even  though  hospital 
emergency  rooms  are  not  the  proper  entry  into  primary  care,  the 
alternative  method  of  primary  care  is  also  in  short  supply. 

We  do  not  have  enough  rural  hospitals.  In  Texas,  between  1984 
and  1992,  53  rural  hospitals  closed,  giving  a  total  of  56  rural  com- 
munities without  hospitals. 

In  addition,  there  are  23  rural  counties  in  Texas  that  have  no 
primary  care  physician.  There  are  25  with  only  one,  and  26  with 
two  physicians. 

Over  50  percent  of  the  rural  hospitals  in  Texas  offer  no  obstetri- 
cal services.  These  statistics  make  it  clear  that  the  traditional  no- 
tion that  every  community  must  have  a  physician  as  the  sole  pro- 
vider of  primary  care  is  viable  only  if  we  have  enough  physicians 
to  go  around,  and  we  do  not.  And  we  probably  never  will. 

The  cost  and  complexity  of  providing  rural  health  providers  is  too 
much.  In  1992,  two-thirds  of  the  Nation's  physicians  were  special- 
ists and  we  believe  that  by  the  year  2000,  over  70  percent  of  the 
physicians  are  also  going  to  be  specialists.  So  reliance  on  physi- 
cians to  provide  independent  primary  care  is  not  only  irrational  but 
it  jeopardizes  the  health  care  system's  ability  to  meet  the  needs  of 
the  population,  especially  the  rural  population. 

I  believe  that  in  the  the  midlevel  health  professions,  the  nurse 
practitioner,  the  physician  assistant,  that  we  will  see  some  of  the 
these  issues  resolved.  Nurse  practitioners  can  provide  80  percent  of 
the  health  care  services  and  90  percent  of  the  pediatric  care  that 
is  being  provided  by  primary  physicians,  at  better  or  equal  quality 
or  cost. 

Of  course,  we  are  still  fighting  the  turf  wars,  as  was  amply  stat- 
ed earlier  today.  Estimates  indicate  that  it  is  costing  the  Nation 
about  $9  billion  a  year  by  restrictive  practices  for  nurse  practition- 
ers. 


318 

The  fact  that  we  have  to  travel  50  miles  to  the  nearest  hospital 
from  Zapata  is  not  uncommon.  It  is  not  noteworthy.  In  some  places 
it  is  much  greater. 

Health  care  services  must  be  brought  closer  to  people  or  the  peo- 
ple brought  closer  to  the  health  services.  We  can  use  Medivac  and 
all  kinds  of  systems.  Telecommunications  will  allow  us  to  bring 
specialists  into  the  communities.  We  have  several  methods  that  we 
can — if  we  cannot  improve  transportation,  if  we  cannot  transport 
the  patient,  then  maybe  we  can  transport  the  information  to  the 
clinic. 

There  are  new  models  that  we  need  to  look  at.  In  the  midst  of 
all  this  gloom,  rural  communities  can  and  are  applying  creative  so- 
lutions to  adapt  to  the  demographic  circumstances,  but  we  need  to 
make  these  avenues  available  to  all  rural  residents,  not  just  pilot 
programs  or  research  agendas. 

With  today's  technology,  rural  communities  can  offer  patients 
interactive  medical  visits  with  specialists  in  distant  locations.  The 
Texas  Tech  University  Health  Science  Center's  MEDNET  system 
and  the  Texas  Telemedicine  Project  are  just  two  examples  of  this 
type  of  innovation  in  Texas.  These  systems  can  provide  both  clini- 
cal consultations  and  continuing  education  via  an  interactive  tele- 
communications system. 

Through  the  use  of  the  two-way  video  and  audio  interactive  tele- 
communications, rural  practitioners  are  linked  to  larger  medical 
centers  for  patient  consultation  and  diagnosis.  The  cost  feasibility 
studies  indicate  that  there  is  a  14  to  22  percent  savings  in  this  type 
of  agenda.  But  the  peace  of  mind  to  the  practitioner  and  to  the  pa- 
tients are  priceless. 

This  type  of  technology  can  reduce  the  rural  clinics's  reliance  on 
nonexistent  physicians  and  still  provide  good  health.  But  we  need 
to  make  sure  that  the  technology  and  the  protection  are  available 
to  the  rural  communities. 

I  will  not  talk  about  the  migrants  since  it  has  been  so  eloquently 
already  stated,  but  again  it  is  a  real  issue  for  me  to  make  sure  that 
the  services  out  of  area  transportability,  that  migrants  will  be  able 
to  receive  this  kind  of  health  care. 

In  closing,  I  would  like  to  thank  the  members  of  the  committee 
and  especially  Chairman  de  la  Garza  for  bringing  rural  America 
into  the  process.  We  need  to  be  here.  If  we  are  part  of  the  problem, 
then  we  definitely  need  to  be  part  of  the  solution. 

Thank  you  for  having  us  here  today. 

[The  prepared  statement  of  Mrs.  Torres  appears  at  the  conclu- 
sion of  the  hearing.] 

The  Chairman.  Thank  you  very  much.  Dr.  Torres. 

For  the  record,  would  you  state  where  your  nearest  hospitals  are 
and  how  many  miles  away? 

Mrs.  Torres.  The  nearest  full-service  hospitals  are  in  Laredo, 
which  is  50  miles  from  Zapata.  Of  course,  Zapata  is  basically  in  the 
middle  of  the  county.  There  are  areas  in  our  county  that  are  70  to 
80  miles  away  from  the  nearest  hospital. 

The  Chairman.  And  the  other  hospital  down  river? 

Mrs.  Torres.  The  other  hospital  down  river  is  55  miles  and  is 
not  as  well  staffed  as  the  one  in  Laredo.  The  option  is  going  across 
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the  river  to  Mexico,  then  we  only  travel  about  30  miles,  but  for 
that,  it  is  not  a  hospital,  it  is  just  doctors. 

One  thing  that  I  would  like  to  mention,  especially  for  Zapata 
County  is  that  Zapata  County  has  become  a  winter  residence 
mecca.  It  is  the  only  industry  that  we  have.  Having  no  medical  fa- 
cilities is  a  considerable  disadvantage,  if  you  are  attracting  senior 
citizens.  So  even  here  we  are  handicapped  with  the  only  industry 
that  we  have,  being  senior  citizens.  Having  no  medical  facilities  is 
a  very  real  handicap — economic  handicap  for  us. 

The  Chairman.  And  for  the  record  again,  to  identify  further, 
your  winter  visitors  come  back  because  of  the  lake  that  is  behind 
Falcon  Dam? 

Mrs.  Torres.  And  the  fishing  and  pleasant  weather  during  the 
winter.  Most  of  them  come  from  Minnesota  and  other  northern 
States  where  the  winters  are  hard.  It  is  for  the  weather  that  they 
come. 

The  Chairman.  And  the  Falcon  Dam  is  on  the  Rio  Grande  River 
that  is  between  us  and  Mexico. 

One  question  for  Mrs.  Garcia,  the  children  are  in  school  in 
McAllen? 

Mrs.  Garcia.  In  Pharr. 

The  Chairman.  And  you  waited  until  school  was  over  to  go  look 
for  work? 

Mrs.  Garcia  [speaking  Spanish].  I  want  my  children  to  have  an 
education  so  they  will  not  have  to  face  what  I  face  and  experience 
the  hardships. 

The  Chairman.  I  congratulate  you  for  waiting  until  school  was 
out  and  going  to  look  for  work  in  Iowa  so  that  at  that  time  when 
the  children  were  out,  then  they  would  be  able  to  work. 

I  think  that  is  one  of  our  problems,  that  they  used  to  take  the 
children  out  of  school  sometimes  as  early  as  March.  And  so  the 
children  were  getting  behind  in  school.  So  it  is  a  catch-22.  They 
need  the  work  and  they  need  the  money,  but  if  you  take  the  child 
out  of  school,  then  he  or  she  gets  behind.  And  it  is  one  of  those 
problems  that  we  have  to  address  somehow. 

Mrs.  Torres.  I  remember  having  only  one  birthday  in  my  home 
downtown.  I  was  born  on  the  3rd  of  May.  And  I  have  worked  as 
a  farmworker  for  over  20  years  and  traveled  and  left  school  to  go 
to  work  up  north. 

The  Chairman.  Thank  you  very  much. 

Mrs.  Clayton. 

Mrs.  Clayton.  I  will  wait,  Mr.  Chairman. 

The  Chairman.  We  are  ready  for  your  friend  or  constituent. 

Mrs.  Clayton.  I  wanted  to  introduce  Mr.  Shackleford,  a  tobacco 
farmer  who  has  come  from  my  district.  My  reason  for  extending  the 
invitation  to  him  is  that  we  also  wanted  to  portray  to  this  commit- 
tee that  farmers  and  tobacco  farmers  as  well  are  interested  in 
health  care.  Although  they  may  be  concerned  about  the  proposed 
high  exise  tax,  they  are  also  concerned  in  having  health  care  and 
want  to  have  opportunity.  And  we  welcome  him.  And  I  am  sure  you 
don't  mind  if  he  summarizes  his  comments  as  well. 

I  thank  you  for  coming  and  being  a  part  of  this. 
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The  Chairman.  We  welcome  you,  Mr.  Shackleford.  And  if  you 
have  a  prepared  statement,  it  will  appear  in  the  record  as  you  de- 
livered it,  and  then  you  may  summarize. 

STATEMENT  OF  FRANCIS  "BUZZ"  SHACKLEFORD,  JR., 
TOBACCO  FARMERTBUSINESSMAN,  HOOKERTON,  NC 

Mr.  Shackelford.  Thank  you,  Mr.  Chairman  and  Mrs.  Clayton. 

Mr.  Chairman  and  distinguished  members  of  the  committee,  my 
name  is  Francis  H.  Shackleford,  Jr.  My  friends  call  me  Buzz.  I  am 
a  tobacco  farmer  from  the  town  of  Hookerton  in  Greene  County, 
North  Carolina,  population  422.  That  may  include  all  the  cats  and 
dogs  too. 

I  am  appearing  today  on  my  own  behalf  to  speak  about  the  impli- 
cations of  health  care  reform  for  rural  America.  I  will  also  speak 
about  the  likely  effects  of  the  current  tobacco  excise  tax  proposals 
on  tobacco  farmers  and  people  who  depend  on  tobacco  farmers.  Be- 
cause I  will  later  spend  some  time  criticizing  the  plan  to  finance 
health  care  reform  with  an  increase  in  the  tobacco  excise  tax. 

I  want  to  emphasize  right  up  front  that  I  am  not  opposed  to 
health  care  reform.  In  fact,  I  think  it  is  a  shame  in  a  country  as 
rich  as  ours  that  there  are  people  who  do  not  have  health  insur- 
ance because  they  cannot  afford  it.  I  am  not  talking  about  poor  peo- 
ple on  welfare,  but  honest,  hard-working  people  who  have  jobs  but 
do  not  make  a  lot  of  money.  You  will  find  people  like  that,  proud, 
hard-working  people,  all  over  the  South. 

Let  me  give  you  some  examples.  My  father  has  a  cousin  who  can- 
celed his  medical  insurance  a  few  years  ago  because  he  could  no 
longer  afford  it.  This  is  not  a  poor  man.  He  owned  a  small  farm 
and  he  owned  his  own  home.  If  he  has  a  catastrophic  medical  prob- 
lem, he  could  conceivably  lose  everything  he  has  worked  for  his 
whole  life. 

Another  example.  A  few  years  ago  we  decided  to  make  group 
health  insurance  available  to  any  of  our  employees  who  wanted  to 
pay  for  it.  This  came  about  primarily  because  my  bookkeeper's  in- 
surance carrier  decided  to  drop  her. 

Willie,  who  is  another  employee,  decided  he  would  sign  up  for 
this  program  and  have  health  insurance  for  the  first  time  in  his 
life.  We  just  had  another  rate  increase.  Now  Willie  and  I  have  to 
make  some  tough  decisions.  He  can't  afford  health  insurance,  and 
when  I  look  at  the  uncertainty  surrounding  the  tobacco  industry, 
I  can't  afford  to  give  him  a  raise,  not  to  mention  the  severe  drought 
we  are  encountering  as  I  speak. 

Surely  we  can,  and  should,  devise  a  system  that  will  make  af- 
fordable health  insurance  available  to  these  people,  assuming  that 
we  can  find  a  fair  way  to  pay  for  it.  No  decent  person  could  oppose 
the  goal  of  universal  access  to  health  care.  But  universal  access  is 
not  the  only  good  thing  that  might  come  out  of  a  health  care  re- 
form. 

As  you  know,  modern  doctors  do  not  want  to  practice  medicine 
in  small,  rural  towns  like  Hookerton.  I  have  two  daughters,  Angle 
and  Hayley.  I  can  assure  you  that  kids  in  Hookerton  are  just  as 
likely  to  get  chickenpox  and  mumps  as  kids  in  Raleigh  or  Washing- 
ton. Folks  in  Hookerton  get  flu  and  broken  bones,  but  what  some 
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citizens  in  Hookerton  don't  get  currently  is  the  same  attention  from 
doctors. 

I  know  that  one  of  the  President's  goals  is  to  get  some  good  gen- 
eral practitioners  to  start  practicing  again  in  smalltown  America, 
and  I  am  behind  him  on  that  issue  100  percent.  Just  like  most 
other  Americans,  I  support  these  positive  aspects  of  health  care  re- 
form, but  I  am  worried  about  how  the  country  will  pay  for  the  final 
package. 

As  a  tobacco  farmer  in  a  small  rural  town,  however,  I  am  espe- 
cially concerned  about  the  proposals  to  raise  the  excise  tax  on  ciga- 
rettes an3rmore  from  75  cents  to  a  $1.25  a  pack.  The  effect  of  an 
excise  tax  hike  on  me,  my  family,  and  community  would  be  cata- 
strophic. 

Let  me  give  a  little  background  about  tobacco  farming.  As  I  said 
earlier,  I  live  in  Greene  County,  a  small  county  in  eastern  North 
Carolina  that  produces  more  tobacco  per  square  mile  than  any 
other  county  in  the  State.  In  addition,  Greene  County  is  the  only 
county  in  North  Carolina  where  over  50  percent  of  the  county's  in- 
come is  generated  directly  from  agricultural  production. 

In  my  farming  operation,  we  cultivate  about  1,400  acres  of  crop- 
land. The  crops  consist  of  140  acres  of  tobacco,  with  the  remaining 
acres  planted  in  crops  such  as  cotton,  corn,  and  soybeans.  While  to- 
bacco production  consumes  about  10  percent  of  the  cropland,  it  gen- 
erates over  50  percent  of  our  total  farm  income.  It  takes  about  20 
people  to  plant,  cultivate,  and  harvest  this  crop,  and  without  to- 
bacco these  people  would  not  have  a  job  and  I  would  not  have  much 
of  one. 

Tobacco  dollars  generated  on  this  farm  have  quite  a  ripple  effect. 
First  of  all,  we  have  to  pay  these  people  who  help  us  produce  the 
crop  so  that  they  can  provide  for  their  families.  Then  there  is  seed, 
fertilizer,  and  chemicals  to  purchase  from  the  local  farm  supply 
store,  fuel  to  run  the  machinery  from  the  local  oil  company,  equip- 
ment and  parts  from  the  local  machinery  dealer,  and  gas  from  the 
local  gas  company  to  cure  the  crop. 

Another  expense  that  I  would  like  to  emphasize  is  the  no-net-cost 
assessment  I  pay  on  each  pound  of  tobacco  I  sell  so  that  the  tobacco 
program  will  not  cost  the  U.S.  taxpayers  any  money.  In  other 
words,  there  is  no  tobacco  subsidy. 

You  can  see  that  the  tobacco  dollar  has  quite  a  ripple  effect  in 
my  community,  but  it  doesn't  stop  there.  When  I  pay  State  and 
Federal  income  taxes,  it  ripples  all  the  way  to  Raleigh  and  Wash- 
ington, DC. 

Tobacco  is  important  to  the  Nation's  economy,  the  States'  econ- 
omy, and  especially  the  economy  of  many  communities  in  eastern 
North  Carolina.  With  these  facts  in  mind,  let's  look  at  the  proposed 
excise  tax  hike.  The  Clinton  administration  estimated  that  their 
proposed  75  cents  a  pack  tax  hike  would  cut  the  demand  for  ciga- 
rettes by  12  to  15  percent. 

Now  common  sense  says  that  if  demand  for  tobacco  products  go 
down,  then  tobacco  production  will  go  down.  If  production  goes 
down,  then  the  number  of  acres  on  which  I  can  grow  tobacco  will 
go  down  and  that  means  my  income  will  go  down.  Since  tobacco  is 
such  a  vital  part  of  my  income,  I  might  very  well  go  out  of  busi- 
ness. 
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Let  me  be  very  clear  about  what  this  means.  Without  tobacco  in- 
come, my  wife  Lou  Ann  and  I  would  have  a  hard  time  making  the 
mortgage  payment  on  our  home,  or  save  money  for  the  education 
of  our  two  (laughters.  Without  my  tobacco  income,  my  life  style 
would  probably  dry  up. 

But  throughout  North  Carolina  thousands  of  farm  families  are 
struggling.  Think  of  the  excise  tax  as  a  rock  tossed  in  the  lake.  The 
damage  will  ripple  outward  to  every  part  of  the  farm  economy. 
Farmworkers  would  suffer  immediately,  then  the  businesses  that 
supply  the  farmers  would  suffer,  and  the  ripple  continues. 

I  have  seen  projections  that  33,500  jobs  will  be  lost  in  the  tobacco 
sectors  from  Georgia,  Kentucky,  North  Carolina,  South  Carolina, 
Tennessee,  and  Virginia.  I  repeat,  33,500  jobs,  to  not  mention  the 
severe  reduction  of  income  for  people  like  me. 

Some  have  proposed  crop  diversification  as  a  way  to  save  the  to- 
bacco farmer  from  his  own  Grovemment.  Farmers  are  diversifying 
in  my  area  with  livestock  and  some  vegetable  crops,  but  I  can  as- 
sure you  there  is  no  substitute  for  tobacco. 

Some  people  defend  the  excise  tax  proposal  on  the  ground  that 
cigarette  consumption  will  go  down,  and  no  doubt  it  will.  But  have 
you  thought  of  what  a  burden  this  will  place  on  poor  working  class 
people  who  don't  stop.  Is  it  fair  to  make  a  group  of  Americans  who 
already  carry  a  unique  $12  billion  tax  burden  bear  another  $16  bil- 
lion? Is  it  fair  to  make  smokers  pay  heavily  for  health  care  reform 
when  no  other  group  will  have  to  make  a  special  contribution? 

What  about  red  meat  eaters  and  coffee  drinkers,  two  other 
groups  of  people  whose  so-called  life  styles  supposedly  place  their 
health  at  risk.  Try  telling  people  that  they  will  have  to  pay  75 
cents  in  excise  tax  for  a  quarter  pounder  or  a  cup  of  coffee  at 
McDonald's  and  see  how  they  react. 

When  one  commodity  is  taxed  at  the  rate  of  $70,000  per  acre, 
don't  you  think  that  is  enough?  And  $12  billion  annually  in  excise 
taxes  alone  is  equal  to  $48  per  year  for  every  man,  woman,  and 
child  in  America.  I  truly  believe  we  are  paying  our  fair  share. 

And  let  me  conclude  my  making  one  personal  observation  about 
the  industry  from  which  I  derive  my  income.  The  tobacco  industry 
is  a  faceless  industry.  What  I  mean  by  this  is  that  people  who  op- 
pose tobacco  don't  see  the  faces  of  people  like  me  and  my  family. 
All  they  see  is  the  health  issue  and  the  deep  pockets  of  the  compa- 
nies who  make  cigarettes. 

The  point  that  I  want  to  leave  with  you  today  is  that  there  is 
a  human  side  to  this  industry.  It  is  real  people  like  me  and  real 
communities  like  the  one  I  live  in  who  depend  on  this  industry  for 
our  livelihoods  and  the  way  of  life.  I  ask  that  you  keep  us  in  mind 
as  you  move  forward  on  health  care  reform. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Shackleford  appears  at  the  con- 
clusion of  the  hearing.] 

The  Chairman.  Thank  you,  very  much,  Mr.  Shackleford,  Dr. 
Torres,  and  Mrs.  Garcia  and  Ms.  Mull.  Would  you  identify  the  in- 
terpreter? Would  you  identify  yourself  for  the  record? 

Ms.  ROTTENBERG.  My  name  is  Lori  Rottenberg  and  I  am  a  project 
manager  at  AFOP. 

The  Chairman.  Thank  you  very  much. 
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Has  Mr.  Mesteth  arrived  or  Cecilia  Fire  Thunder? 

If  not,  I  thank  you  for  being  here.  I  assure  you  that  this  will  be 
a  very  important  part  of  our  information  to  work  with  the  other 
committees. 

The  committee  will  stand  adjourned  subject  to  the  call  of  the 
Chair. 

[Whereupon,  at  12:45  p.m.,  the  committee  was  adjourned,  to  re- 
convene subject  to  the  call  of  the  Chair.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 


81-980  0-94-12 
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TESTIMONY  BY  THE  HONORABLE  PAT  ROBERTS  (R-KS) 
HEARING  BEFORE  THE  COMMITTEE  ON  AGRICULTURE 

JUNE  9,  1994 

10:00  A.M. 

1300  LONG  WORTH  BUILDING 

Mr.  Chairman,  thank  you  for  the  opportunity  to  discuss  rural  health  care  legislation  with 
you  today.  I  am  pleased  to  be  able  to  sit  in  this  capacity  with  Mr.  Stenholm  and  represent  the 
151  members  of  the  House  Rural  Health  Care  Coalition. 

It  is  obvious  we  need  to  improve  our  health  care  delivery  system.  Many  farm  and  rural 
associations  certainly  know  this.  Health  plans  sponsored  by  commodity  associations  operate  in 
21  states,  insure  more  than  45,000  people,  and  have  benefitted  farmers  for  over  twenty  years. 
Rural  communities  have  been  forced  to  develop  solutions  to  their  unique  problems.  However, 
they  need  the  proper  tools.  I  don't  believe  vast  sums  of  money  or  regulatory  schemes  are  the 
tools  they  are  looking  for.  I  do  believe  in  ensuring  that  the  limited  federal  health  care  pie  is 
sliced  fairly,  and  that  rural  priorities  are  given  fair  consideration. 

Compromise  is  a  way  of  life  for  rural  Americans.  Rural  residents  have  fewer  choices 
of  physicians  or  hospitals.  There  is  generally  little  choice  if  the  patient  wishes  to  be  treated  near 
home.  Rural  physicians  must  settle  for  fewer  medical  colleagues  to  rely  on  for  consultation  and 
support.    Rural  facilities  utilize  less-sophisticated  hospital  equipment. 

It  is  obvious  that  the  rural  health  care  delivery  system  deserves  special  attention.  The 
important  components  of  a  niral  health  system  must  be  clearly  defined  and  understood  by  every 
member  of  this  Congress.  Giving  rural  communities  the  tools  they  need  must  be  the  cornerstone 
of  any  bill  that  is  passed.  For  this  reason,  Mr  Stenholm  and  I  are  introducing  today  a  package 
of  sensible  rural  health  provisions  that  must  be  included  in  health  care  reform.  The  "Rural 
Health  Delivery  System  Development  Act  of  1994"  includes  provisions  that  the  Coalition  has 
previously  endorsed,  as  well  as  additional  programs  to  encourage  voluntary  network  development 
in  rural  and  underserved  areas. 

Today,  I  would  specifically  like  to  point  out  some  of  the  incentives  and  assistance  we 
have  included  for  rural  health  providers  and  facilities. 

National  Health  Service  Corps  Program 

The  shortage  of  health  care  professionals  in  rural  areas  continues  to  be  the  main  barrier 
to  the  access  of  health  care  services  in  rural  areas.  For  example,  while  the  United  States 
averages  2.4  physicians  per  1000  residents,  eighty-two  of  Kansas'  105  counties  have  less  than 
1.0  physicians  per  1000  residents. 

Many  programs  aimed  at  improving  access  to  health  care  and  attracting  physicians  to 
rural  areas  are  tied  to  the  National  Health  Service  Corps.  In  determining  assignments  for 
National  Health  Service  Corps  personnel,  areas  that  have  been  designated  as  Health  Professional 
Shortage  Areas  (HPSAs)  are  given  priority.  In  many  areas,  this  designation  is  the  most 
important  criteria  for  determining  whether  rural  physicians  are  eligible  for  additional  incentives 
in  rural  areas. 

Unfortunately,  recent  studies  have  indicated  that  the  HPSA  designation  is  deficient  in  its 
ability  to  adequately  define  underserved  populations.    This  legislation  would: 

•Amend  the  HPSA  definition  to  take  into  account  the  high  concentrations  of  Medicare, 
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Medicaid   and   uninsured  patients   found   in   rural   areas   as   additional   criteria   to   indicate 
underserved  populations. 

•  Extend  bonus  payments  for  three  years  to  physicians  in  rural  health  shortage  areas  that 
lose  their  designation. 

•Increase  funding  for  the  National  Health  Service  Corps. 

Primary  Care  Incentives 

The  nation's  supply  of  doctors  grew  nearly  3.5  times  as  fast  as  the  general  population 
during  the  past  decade.  Yet  the  percentage  of  physicians  trained  in  primary  care  has  been  falling 
steadily,  reaching  as  low  as  32  percent  in  the  last  few  years.  This  shortage  of  primary  care 
doctors  constitutes  one  more  barrier  to  access  to  health  care  in  rural  areas.  This  legislation 
includes  the  following  additional  incentives  to  encourage  physicians  and  other  health  care 
professionals  to  enter  primary  care: 

•  Defer  student  loans  for  interns  and  resident  doctors  in  primary  care  training  programs. 

•  Adjust  the  geographical  indices  to  correct  for  lower  reimbursement  of  rural  physicians' 
services. 

•  Expand  the  training  of  mental  health  professionals  and  nurses  in  rural  areas. 

•  Redirect  Medicare-supported  Graduate  Medical  Education  (GME)  funds  to  support  state 
demonstration  projects  to  encourage  primary  care  and  rural-based  educational  experiences. 

Assistance  for  Rural  Health  Facilities 

Hospitals  and  health  clinics  face  special  problems  in  meeting  the  needs  of  rural  areas. 
This  legislation  would  assist  rural  facilities  by: 

•  Expanding  options  for  hospitals  to  provide  emergency  care  in  rural  areas 
•Establishing  a  Federal  Office  of  Emergency  Medical  Services  to  develop  regional 

emergency  care  networks. 

•  Enhancing  systems  for  the  air  transport  of  rural  victims  of  medical  emergencies. 

•  Adding  flexibility  to  the  current  Essential  Access  Community  Hospital  (EACH/RPCH) 
regulations 

•Increasing  funding  for  Community  and  Migrant  Health  Center  programs. 

Telemedicine 

Telemedicine  is  particularly  important  to  rural  health  delivery  systems.  It  assures  less 
professional  isolation  for  rural  physicians,  a  critical  component  needed  to  recruit  more  health 
providers  to  rural  areas.  This  bill  expands  telecommunications  options  for  rural  medical 
facilities,  allowing  them  to  establish  links  with  larger,  more  technologically  advanced  facilities. 

Mr.  Chairman,  not  all  rural  areas  area  alike.  Rural  Kansas  is  different  from  rural  New 
York  and  each  community  must  have  the  flexibility  to  structure  health  delivery  systems  that  take 
into  account  special  circumstances.  This  legislation  will  help  to  ensure  that  all  rural  areas  are 
given  the  opportunity  to  expand  services  and  develop  networks  utilizing  the  facilities  and 
providers  that  exist  in  each  particular  community. 

This  legislation  is  not  intended  to  restructure  the  current  health  care  delivery  system  or 
create  new  bureaucracies.  It  is  crafted  to  support  ongoing  efforts,  including  establishing  tax 
fairness  for  all  the  self-employed,  to  make  health  care  more  accessible  and  affordable  for  rural 
areas.    Congress  cannot  afford  to  pass  a  national  health  care  reform  plan  that  does  not  take  into 
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account  the  special  needs  of  the  rural  health  delivery  system.   Rural  folks  deserve  access  to  the 
same  quality  health  care  as  those  living  in  urban  areas. 

Again,  thanks  for  letting  me  share  this  information  with  the  Committee.  I  appreciate 
your  interest  in  rural  health  and  look  forward  to  working  with  you  to  improve  our  nation's  health 
care  system. 
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Statement  by 
Congressman  Charles  Stenholm 

Hearing  before  the  House  Committee  on  Agriculture 

June  9,  1994 


Mr.  Chairman,  I  commend  you  for  scheduling  this  follow-up 
hearing  on  health  care  in  rural  America.    I  am  also  extremely 
pleased  to  advise  you  that  on  behalf  of  my  colleagues  Pat  Roberts, 
Steve  Gunderson  and  Jim  Slattery,  as  well  as  other  members  of  the 
House  Rural  Health  Care  Coalition,  today  we  are  introducing  The 
Rural  Health  Delivery  System  Development  Act  of  1994. 

Now  in  the  fourth  year  of  my  tenure  as  co-chairman  of  the 
House  Coalition,  I  continue  to  feel  that  this  organization  has  been 
one  of  the  most  effective  and  enjoyable  institutional  experiences  of 
my  congressional  career.    I  have  found  that  the  non-partisan,  "can- 
do"  attitude  of  Members  and  staff  of  this  Coalition  have  served  it, 
and  more  Importantly  rural  America,  extremely  well. 

Recognizing  that  we  are  just  one  small  piece  of  the  larger 
health  reform  picture,  we  nonetheless  have  felt  that  during  this 
period  of  reform  it  is  absolutely  critical  that  the  concerns  and  needs 
of  rural  America  be  heard,  respected  and  responded  to. 

We  here  on  the  Agriculture  Committee  know  that  rural 
communities  are  not  looking  for  hand-outs.    They're  not  asking  for 
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the  federal  government  to  solve  their  problems.    They  don't  want 
the  federal  government  to  parachute  in  with  magic  answers. 

What  rural  Americans  would  appreciate  is  some  help  with  the 
tools  they  need  to  deal  with  their  local  problems.    They  want  to  be 
able  to  create  the  systems  that  meet  their  local  needs.    This  is  true 
whether  we  are  talking  about  health  care,  business  development, 
education,  or  any  other  aspect  of  rural  life. 

During  a  conference  entitled  "Implementing  Health  Care  Reform 
In  Rural  America,"  Dr.  Bruce  Amundson  last  year  wrote  "...the 
primary  goal  of  reform  must  be  to  enhance  the  ability  of  rural 
communities  to  do  what  communities  have  historically  done  in 
America  -  assume  responsibility  for  the  services  and  institutions 
that  serve  their  residents.    This  argument  simply  recognizes  the 
natural  tendency  in  a  democracy  for  populations  to  govern 
themselves,  thereby  mobilizing  the  immense  energy,  power,  and 
creativity  of  communities  to  address  their  needs."    He  continues  to 
explain  that  what  health  reform  should  ensure  for  rural  communities 
is  community-owned  and  integrated  delivery  systems  that  organize 
the  rest  of  the  system  from  the  bottom  up. 

That  philosophy  is  precisely  at  the  core  of  the  bill  we  are 
Introducing  today.    Building  on  the  foundation  of  programs  which 
we  know  have  worked  in  the  past  and  incorporating  some  new 
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ideas  of  what  we  believe  will  work  in  the  future,  we  are  seeking  not 
to  prescribe  the  magic  answer  for  the  thousands  of  rural 
communities  across  our  country,  but  rather  to  enabling  them  to 
come  up  with  their  own  answers.    In  taking  this  approach,  we  not 
only  enable  individual  rural  communities  to  take  responsibility  for 
their  own  answers;  we  also  give  them  the  tools  to  go  beyond  the 
piecemeal  approach  of  some  past  rural  programs,  equipping  them 
to  respond  comprehensively  to  their  rural  health  needs. 

We  used  two  additional  criteria  in  developing  this  bill.    First, 
we  focused  on  consensus  concepts  agreed  to  in  a  bipartisan 
fashion.    Secondly,  we  included  only  provisions  structured  uniquely 
for  rural  areas.    We  should  mention  that  there  are  a  number  of 
excellent  new  proposals  which  aid  rural  areas  as  part  of  their  effect, 
and  individually  many  of  us  support  those  proposals.    However,  in 
compiling  this  bill  under  the  auspices  of  the  House  Rural  Health 
Care  Coalition,  we  attempted  to  keep  centered  on  rural 
beneficiaries. 

In  the  Rural  Health  Delivery  System  Development  Act,  we  give 
special  attention  to  those  chronically  underserved  rural  areas  which, 
in  spite  of  existing  federal  and  state  programs,  continue  to  lack 
access  to  affordable,  high  quality  health  care  services.    Even 
though  the  Health  Personnel  Shortage  Area  (HPSA)  designation  was 
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designed  to  aid  communities  most  in  need,  some  areas  consistently 
remain  unserved.    Our  goal  is  to  catch  those  communities  which 
previously  have  fallen  through  safety  nets,  encourage  their  own  self- 
developed  plans,  and  enable  them  to  coordinate  services  to  their 
residents.    Through  grants  and  technical  assistance  to  those 
communities,  they  will  be  better  equipped  to  develop  the  networks 
which  will  increase  their  access  to  health  care. 

In  other  efforts  to  respond  to  the  need  for  additional  health 
professionals  in  rural  areas,  we  also  amend  the  National  Health 
Service  Corps  program,  allow  for  student  loan  deferrals,  Medicare 
bonus  payments,  and  better  utilization  of  non-physician  providers. 
Also  in  this  regard,  we  will  fund  demonstration  projects  to  increase 
primary  care  physician  residence  training  in  rural  areas.    Through 
these  measures  we  believe  that  we  can  increase  the  supply  of 
health  care  professionals  to  rural  areas. 

Wwe  strengthen  two  other  programs  which  have  shown 
effectiveness  in  rural  areas  in  the  past:    Community  and  Migrant 
Health  Centers  and  Essential  Access  Community  Hospitals 
(EACH/RPCH). 

Finally,  by  amending  hospital  anti-trust  laws,  we  hope  to  make 
it  easier  for  rural  hospitals  to  engage  in  the  cooperation  which 
everyone  believes  reduces  duplication  and  waste,  and  assures 
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better  access  to  care. 

The  financing  mechanism  we  have  included  in  the  bill  is 
applying  an  affluence  test  to  Medicare  Part  B  premiums.    Those 
individuals  making  over  $100,000  or  couples  with  incomes  of  more 
than  $125,000  would  be  asked  to  pay  a  greater  share  of  their 
monthly  premiums  for  Part  B  Medicare.    Although  this  provision 
would  affect  only  two  percent  of  the  Medicare  population,  it  would 
generate  revenues  of  more  than  $4  billion  over  five  years. 

According  to  the  best  estimates  we  have,  the  bill's  financing 
fully  covers  the  costs  of  the  programs.  Given  CBO's  tremendous 
workload  currently  in  scoring  health  legislation,  we  have  not  yet 
gotten  a  final  CBO  score.  However,  the  primary  sponsors  of  this 
bill  are  committed  to  fully  financing  this  bill.  Should  later  scoring 
show  an  unexpected  short-fall,  we  will  make  adjustments  in  the  bill 
as  necessary. 

With  crystal-ball  gazing  having  still  not  developed  into  an 
exact  science,  the  authors  of  this  bill  make  no  presuppositions 
about  what  form  health  reform  will  take  in  the  103rd  Congress. 
With  a  coalition  of  more  than  150  Members,  rural  health  supporters 
come  down  all  across  the  ideological  spectrum  on  those  larger 
issues  of  health  reform.  Where  we  remain  united  is  in  our  support 
of  rural  health  empowerment.      We  believe  that  this  legislative 
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package  we  are  introducing  this  week  will  fit  into  any  larger  health 
reform  picture.    The  package  has  advocates  on  all  of  the  major 
House  committees  dealing  with  health  reform  and  our  hope  is  to 
see  these  provisions  moved  forward  out  of  those  committees.    If 
necessary,  we  also  stand  ready  to  offer  any  remaining  provisions  as 
an  amendment  on  the  House  Floor. 

As  always  it  has  been  a  pleasure  to  work  with  my  colleague 
Pat  Roberts  on  this  bill.    In  addition,  the  co-chairs  of  the  Health 
Reform  Task  Force,  Representatives  Gunderson  and  Slattery,  have 
been  most  helpful,  as  have  other  Members  of  the  Coalition's  Task 
Force.    I  look  forward  to  working  with  all  of  my  colleagues  in 
seeing  these  provisions  enacted  into  law. 

(Attachment  follows:) 
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RURAL  HEALTH  DEUVERY  SYSTEM  DEVELOPMENT  ACT  OF  1994 


TITLE  I:    GRANTS  TO  ENCOURAGE  ESTABLISHMENT  OF  COMMUNITY  RURAL 
HEALTH  NETWORKS 

Sec.  101  -  Assistance  for  development  of  State  Access  Plans  for  Chronically  Underserved 
Areas. 

Purpose:  Establish  a  priority  category,  Chronically  Underserved,  for  those 
underserved  areas  which,  in  spite  of  the  availability  of  existing  federal  and  state 
programs,  continue  to  lack  access  to  affordable,  high  quality  health  care  services. 

Benefits  to  the  community:    Chronically  Underserved  Areas  are  eligible  for: 

1)  State  Access  Plan  -  Governors  may,  in  conjunction  with  the  local  community, 
develop  and  implement  an  action  plan  for  developing  systems  of  care  and  addressing 
the  unique  problems  in  a  Chronically  Underserved  Area  which  contribute  to  the  lack 
of  access.    States  which  draw  up  access  plans  are  eligible  for  a  federal  matching  grant 
to  implement  the  plan.  (1st  year  -  100%,  2nd  year  -  50%,  3rd  year  -  33%) 

2)  Priority  assistance  under  the  Technical  Assistance  Grant  Program. 

3)  Priority  assistance  under  the  Community  Rural  Health  Network  Development  Grant 
Program. 

Funding: 

$10m.  over  3  years  is  authorized  through  HHS  for  the  federal  match. 


Sec.  102  -  Technical  Assistance  Grants  for  Networks 

Purpose:   To  provide  technical  assistance  and  advice  for  underserved  communities  in 
the  development  and  coordination  of  community  rural  health  networks. 

Technical  assistance  can  include: 

1)  assistance  in  network  development,  utilizing  existing  local  providers  and 
facilities  where  appropriate. 

2)  assistance  in  obtaining  the  proper  balance  of  primary  and  secondary 
facilities  for  the  local  population. 

3)  assistance  in  coordinating  arrangements  for  mental  health  and  substance 
abuse  services. 

4)  assistance  in  coordinating  arrangements  for  tertiary  care. 

5)  assistance  in  recruitment,  retention  and  training  of  health  care  professionals. 
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6)  assistance  in  coordinating  emergency  services. 

7)  information  regarding  the  proposed  networic's  eligibility  for  federal  financial 
assistance. 

8)  assistance  in  planning  a  Community  Rural  Health  Network,  including  the 
possibility  of  receiving  grant  funds  to  do  so. 

9)  other  assistance  as  deemed  appropriate  by  the  Secretary  of  HHS. 

Entities  eligible  for  Technical  Assistance: 

1)  Chronically  Underserved  Areas,  Grantees  under  the  Network  Grant 
Program. 

2)  A  State  or  unit  of  local  government. 

3)  Local  providers,  facilities  and  health  professional  educators  providing 
services  in  the  underserved  area. 

Funding: 

Total  of  $10  million  a  year  for  five  years  with  priority  funding  through 
regional  technical  assistance  centers  or  State  Offices  of  Rural  Health. 

Sec.  103  -  Development  Grants  for  Networks 

Purpose:  To  establish  a  Community  Rural  Health  Network  Development  Grant  to 
provide  financial  assistance  for  the  development  and  implementation  of  community 
rural  health  networks. 

Eligibility:    Organizations  consisting  of  a  consortium  of  3  or  more  health  care 
providers  or  facilities  in  an  underserved  area  for  the  purpose  of  developing  and 
implementing  a  community  rural  health  network  in  an  underserved  or  chronically 
underserved  rural  area. 

Grant  funds  may  be  used  for: 

Implementation,  including  but  not  limited  to: 

1)  Information  systems,  including  telecommunications. 

2)  Recruiting  health  care  professionals. 

3)  Development  of  transportation  and  translation  services. 

4)  Other  uses  approved  by  the  Secretary  of  HHS. 

Funding: 

Grantees  are  eligible  for  up  to  $250,000  a  year. 
Program  is  authorized  for  5  years  at  $100m  a  year. 

TITLE  n:    INCENTIVES  FOR  HEALTH  PROFESSIONALS  TO  PRACTICE  IN  RURAL 
AREAS 
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Subtitle  A  -  National  Health  Service  Corps  Program 

1)  NHSC  loan  repayments  excluded  from  gross  income. 

2)  Ainends  Health  Professional  Shortage  Area  (HPSA)  definition  to  take  into  account 
Medicare,  Medicaid  and  uninsured  populations. 

3)  Increased  funding  for  loan  repayment  and  scholarship  programs. 
20  %  of  funding  for  scholarship  program  allotted  to  nurses. 

4)  Added  focus  on  Mental  Health  Professionals  in  shortage  areas. 
Subtitle  B  -  Additional  Incentives  Under  Other  Programs. 

1)  Extends  Medicare  bonus  payment  for  providers  in  shortage  areas. 

2)  Adjusts  geographical  indices  to  correct  for  lower  reimbursement  of  rural 
physicians'  services. 

3)  Student  loan  deferral  for  interns  and  residents  in  primary  care  training  programs. 

4)  Require  HHS  to  develop  model  state  scope  of  practice  laws  for  nonphysician 
providers. 

TITLE  m:    ASSISTANCE  FOR  INSTITUTIONAL  PROVIDERS 

Subtitle  A)  Increased  program  funding  for  Community  and  Migrant  Health  Centers 
Community  Health  Centers  -  650m  a  year  for  5  years. 
Migrant  Health  Centers  -  75m  a  year  for  5  years. 

Subtitle  B)  Emergency  Medical  Services 

a)  Create  Federal  Office  of  Emergency  Medical  Services  to  work  with 
communities  in  the  region,  especially  those  that  are  underserved,  to  develop 
regional  emergency  medical  networks. 

b)  Establish  a  matching  grant  program  to  improve  the  availability  and  quality 
of  emergency  medical  services  at  the  state  level. 

c)  Telecommunications  Demonstration  -  Expands  telecommunications  options 
for  rural  medical  facilities  to  link  up  with  larger  facilities. 

Funding  -  $15  million  a  year  for  3  years. 
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Subtitle  C)  Assistance  for  Rural  Providers  under  Medicare 

a)  Essential  Access  Community  Hospital  (EACH/RPCH)  Amendments 

1)  Increases  number  of  participating  states  to  9. 

2)  Limits  length  of  inpatient  stay  to  an  average  of  72  hours. 

3)  Allow  hospitals  in  adjoining  states  to  participate 

4)  Deadline  for  developing  payment  system  for  RPCHs  is  1/1/96 

b)  Rural  Emergency  Access  Care  Hospitals  (REACH). 

Creates  a  new  category  of  hospitals  to  allow  small  rural  hospitals  to  downsize  and 
deliver  emergency  medical  care  without  maintaining  full  range  of  services. 

Subtitle  D  -  Demonstration  Projects  to  Encourage  Primary  Care  and  Rural-Based  Graduate 
Medical  Education  (GME) 

1)  Redirects  Medicare-supported  GME  funds  to  support  demonstration  projects 
to  increase  primary  care  residence  training  and  support  rural-based  educational 
experiences.    Creates  10  demonstration  projects  for  state  governments  and  10 
projects  for  health  professions  training  consortia. 

TITLE  IV:    US-MEXICO  BORDER  HEALTH  COMMISSION 

1)  Establishes  Commission  to  assist  in  identifying,  evaluating,  preventing  and 
resolving  health  problems  in  the  U.S. -Mexico  border  area. 

TITLE  V:  Hospital  Anti-Trust  Fairness 

Provides  relief  to  hospitals  attempting  to  merge,  consolidate  or  contract  on  agreement 
of  services  by  revising  the  standard  of  review  utilized  by  the  Federal  Trade 
Commission  and  the  Department  of  Justice. 

Financing 

Amendments  are  made  to  the  Medicare  program  to  base  contributions  to  the  Part  B 
premium  on  income.    Phase  in  begins  at  annual  income  of  $100,000  for  individuals, 
$125,000  for  couples.    At  $125,000  for  individuals  and  $150,000  for  couples, 
beneficiaries  will  be  responsible  for  100%  of  the  Part  B  premium.    CBO  estimates 
that  this  will  raise  over  $4  billion  over  5  years.    **  It  will  affect  under  2%  of  the 
total  Medicare  population.    CBO  estimates  that  less  than  0.5%  of  all  enrollees  would 
drop  out. 

Funding  for  the  Community  Rural  Health  Development  Grant  will  come  from  the 
existing  Rural  Health  Outreach  and  Transition  Programs.    FY  1994  funding  for  these 
included  $  47.4  million. 
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teshmony  of  james  d.  bernstbin 

DIraclor,  North  CHroUiw  Office  of  Ronl  Hfttlth  And  R«so«Re  THr^opmmA 

Before  lh«  Agriculture  Coaunltle« 

U.S.  House  of  RcprescnUdvcs 

June  9, 1994 

H«Ik>.  My  name  is  Jim  Benwteiiv  and  I  have  been  director  of  the  Office  of  Rural 
Health  and  R«ouroe  Development  in  North  Carolina  aince  ita  Inception  in  1973  as 
the  nation's  first  state  Office  of  Rural  Health.  Our  agency  provides  technical 
asaistance  and  limited  graxtt  and  capital  funding  to  60  community-based^ 
community-operated  health  centers  that  serve  about  300,000  rtiral  North 
Carolinians.  We  also  have  recruited  more  than  1^00  physidans  and  mid-level 
practitioners  and  provide  tedmical  assistance  to  small  rural  hospitals.  In  additilonf  I 
stfve  as  President  of  Ote  National  Rural  Health  Association,  a  national  organlcatlon 
tihat  represents  the  interests  of  rural  hospitals,  physidans,  dinics  and  other  segments 
of  rural  America's  healtiK  care  system. 

I  am  honored  to  be  speaking  to  this  committee  today.  North  Carolina  is  very 
fortunate  in  Chat  we  have  two  tl»ughthU  and  energetic  members  of  our 
Congreeslcmal  Dtiegation  on  this  Committee.  As  you  aU  know,  our  senior 
Congressional  member  Charlie  Rose  of  the  Seventh  District  has  efitctively 
represented  our  state's  rural  interests  throughout  his  distlxxguishad  career.  And  he 
haa  been  joined  by  one  of  our  freshmen  members,  Congrestwoman  Bva  Clayton,  of 
the  First  District  in  North  Carolina. 

I  have  had  Che  privilege  o(f  nvorking  with  Bva  Clayton  for  many  years,  initially  when 
she  was  an  up-and-coming  leader  in  her  home  county  of  Warren  County.  Early  in 
her  career  as  a  county  commissioner,  health  care  was  not  at  the  top  of  her  issue 
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list— W«mn  County  it  one  of  our  more  impoverished  coundet  taxd  Mrs,  Qayton 
¥rw  ooncerntd  about  •conomie  development,  jobs,  «id  cducatioa  But  the  county 
hoepltnl  WM  on  the  verge  of  cloture/  and  she  and  other  leaders  Mco^nized  that  an 
important  facet  of  thtir  community  was  a(4isk  and  that  the  county's  health  car* 
system  impacted  the  entire  economic  base  and  human  resource  infrastructure  of 
that  rural  county. 

It  became  dear  that  the  hoqpltal  was  one  of  the  county's  top  em]^k>ye»,  and  that 
without  an  adequate  healtfi  care  system^  it  would  be  difficult  to  attract  or  keep 
industry  and  Jobs.  The  conversion  of  the  hospital  and  devdopment  of  an  expanded 
primary  care  base  retained  tfw  overall  number  of  health  care  Jobs  in  the  county  and 
proivided  more  promlsinf  potentisl  for  future  growtft. 

Woridng  with  lUpresentative  Clayton,  our  statf  developed  a  plan  to  convert  tiw 
hospital  £n>m  a  faiUng  acute  care  fadllty  to  a  unique,  cooperative  medical  hub  tttat 
united  ttw  public  health  d^wtment  and  a  federally-funded  commimity  health 
oanler.  Iliat  system  now  oiore  adequately  urvn  the  needs  of  the  county  and  more 
effectively  uses  tiw  scarce  heaM\  care  resources  of  that  community. 

Tht  Office  of  Kural  Healtti  staff  has  developed  other,  similar  community-based 
projects.  In  a  smaU  town  of  2,500  people,  another  failing  hospital  was  converted  to  a 
primary  cax«  dinic  and  nutting  home.  We  also  have  developed  county-wide 
networks  of  care,  induding  a  sbt-center  system  of  primary  care  health  centers  that 
indttdes  seven  physidans  and  sbc  physidan  assistants/nurse  practitioners. 

Our  Office  hu  been  fortunate  to  have  savvy,  knowledge^le  health  care  leaders,  like 
Keprasentative  Clayton,  to  work  with  at  the  local  level  We  win  need  that  eon  of 
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strong  iMden  to  Insure  the  viability  of  rurel  hetlth's  fututt.  Heelth  rafonn  is 
already  well  underway  in  rural  America,  and  we  need  to  begin  antidpatlns  the 
futtire  and  understanding  the  forces  that  are  shaping  change. 

Regardless  of  what  happens,  die  rural  health  delivery  system  will  be  repackaged, 
changing  from  small  locally^ased  health  oentars  into  members  of  larger,  multi- 
functional networks  or  heeltfi  plans.  It  may  be  simplislic  to  say  it  will  be  "the 
survival  of  the  fittest,"  but  the  financial  bottom  line  wiU  drive  the  formation  of  new 
health  care  networks.  In  this  environment,  health  care  in  rural  America  will  be 
extraordinarily  fragile,  as  it  has  been  for  many,  mai^  years. 

VfhUt  tmderlles  the  fragUlty  of  tfw  rural  health  system  are: 

•  The  Shortage  and  Underpayment  of  Primary  Care  Providers 

•  The  Need  fcr  Capital  to  Upgrade  Rural  Facilities 

•  Problems  of  Serving  Fragile,  At-Rlsk  Pa'Jen;«,  especially  the  Elderly 

Looking  at  ai^  of  the  natftonal  health  refonn  propoMls,  its  seems  logical  that  we 
need  to  beware  of  eimpUstie  s<rfutions.  For  example: 

•  providing  sdholarsMps  for  medical  students  today  will  not  produce  a 
physician  until  seven  or  eight  years  frxnn  now;  and 

•  expanding  the  use  of  physician  assistants,  nurse  practitionen  and  nurse 
midwhres  will  fill  many  gaps,  but  cannot  substitute  for  physician  services  in 
many  cases. 

these  strategies  are  more  io^portant  In  rural  areu  dun  in  uxban  eenters,  but  there 
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•n  no  "magic  buU«t»*  to  90lv«  aU  of  rural  health  care^a  problem*.  Inatead,  wa  naad 
co«oicunlty-4«rived  aoluilona  that  enabla  rural  reaidents  to  t«tato  local  control  of 
thfalr  health  cara  aystem.  In  tMa  tima  of  rtdistribution  of  resourcM  and  unoartainty, 
wt  can  expect  chaoa-cural  araaa  art  at  hi^  high  risk  and  we  naad  time  to  aort 
through  the  changts.  Thartfora,  rural  areaa  and  tfMir  "eaaentUl  providtra*'  naad 
psotactiona  during  tftis  graat  time  of  health  refOrm: 

•  W«  need  a  timeframe  ao  we  can  antidpata  and  be  praparad  for  change 
(currentf y,  imsm  of  tiw  health  reform  propoaala  provide  an  adequate 
timeframe); 

•  Impact  in  the  rural  areas  ahould  be  contrcrflad  and  plaimed  over  ^  next 
Uuee  to  four  yeara. 

nrat  and  foramoat  in  my  mind,  the  challcngea  facing  rural  haal&  cara  today  hinge 
on  the  aupi^y  of  primary  cam  providers.  Rural  Ameica  dq>ends  on  generallst 
phyaidana,  phyaldan  aaaiatanta,  nurae  practitioners,  and  certified  nurae^nldwlvea 
for  care.  But  many  of  theae  providers  gravitate  to  ow  nation'a  cities  to  work  in 
ei^anding  managed  care  fyttams  that  can  afford  hitter  aalariaa  and  better  call 
•chadulea  tiiian  rural  ptacdeaa.  We  need  to  be  certain  tiuit  rural  practices  are  able  to 
clfet  a  package  of  inoenthrea  and  a  podtlve  practice  environment  to  attract  ttie 
piQfvidar*  they  need. 

jRural  areas  need  both  fong^enn  and  short-term  workforce  strategics/  such  as 
a<^K>tarahlpa  and  loan  repayment  as  well  a*  long-term  financial  and  reimburaement 

*  • 

Inetntlvea. 


341 


Runl  £BcUltie»  aUo  netd  equitcblt  acce$«  to  enpittl  to  upgraci*  their  physical  pUn. 
Lendtn  must  ntliM  that  thert  are  opportunities  In  rural  communities,  although 
the  profit  margins  may  not  b«  as  high  u  In  urban  areas. 

In  addition,  govemment^egulated  systems  must  guarantee  patients  in  rural  areas  to 
hav«  Hxa  same  type  of  acoees  to  primary,  secondary,  and  tertiary  care  as  uit>an 
residents  have.  In  particular,  the  rural  health  care  system  must  have  protections  for 
firafl  patients,  such  as  the  dderly,  who  make  vip  a  disprcyortionate  share  vf  the  rvfal 
population. 

To  accomplish  these  rural  goals  under  health  reforav  the  HIPCs  or  alliances  or 
networks  that  govern  our  health  system  must  consider  the  spedal  needs  of  rural 
residents  and  tfieir  health  systvn.  Dedicated  funding  is  aitical  to  the  futiire  growth 
axtd  maintenance  of  important  facets  of  dte  rural  health  infrastructure: 

•  Rural  ooeununity  hoepitali 

•  Capital  funding,  pvhaps  a  pool  oi  funds 

•  National  Health  Service  Corps 

•  95-210  Rural  Healttt  Clinks  and  other  rural  health  care  centers 

•  federally-fuixied  Community  and  Migrant  Health  Centezs  (3X1/329) 

These  strategies  and  programs  deserve  the  attentkx\  oi  tfds  committee  They  are 
vital  to  the  future  strength  of  the  nation's  rural  health  care  system. 

The  life  and  deattt  of  components  of  the  rural  health  delivery  system  as  w^  u 
wtele  local  delivery  systems  wiU  be  determined  by  a  set  of  free  enterprise  forces  we 
do  not  fully  understand  nofw.  Having  a  strong  base  in  an  identifiable  community 
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can  be  «n  important  fctce,  and  that's  what  many  rural  health  »yttema  cuntntly 
have.  We  muat  ensure  that  rural  health  providers  art  able  to  retain  tiUa  market 
power.  Rnral  eomnttnlHcs  have  to  be  active  partidpanis  in  the  formation  and 
maintenance  of  larger  delivery  systems. 

Tlumk  you  for  tftis  opportunity  to  speak  before  you.  I'd  be  happy  to  answer  any 
questions. 
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FOR:  The  Hearing  of  the  Congressman  de  la  Garza, 

Chairman  of  the  House  Agriculture  Committee 
U.S.  House  of  Representative 

BY:  Frank  M.  Rumph,  M.D. 

District  Six  Health  Director 
State  of  Georgia 

SUBJECT:  Rural  Implications  of  Health  Care  Reform;  Issues,  Problems,  and 

Possible  Solutions 


Some  Georgians  refer  to  our  state  as  two  states,  urban  Georgia  and  rural  Georgia, 
because  in  many  instances  the  issues,  problems  and  solutions  must  be  addressed 
differently.    Certainly,  this  applies  to  Health  Care  Reform. 

Georgia  is  a  state  of  approximately  6.4  million  people;  36.8  percent  live  in  rural  areas. 
Georgia  has  159  counties;  ninety-two  Georgia  counties  have  no  obstetrician,  forty 
counties  have  no  hospital,  thirteen  counties  have  no  family  physician,  and  six  counties 
have  no  primary-care  physician.  At  least  four  rural  hospitals  have  closed  since  1987. 
Most  of  the  remaining  ninety-six  general  hospitals  in  rural  Georgia  were  built  in  the 
1940's  and  I950's  and  have  never  been  renovated.  In  1990,  Georgia's  urban  areas 
had  193  physicians  per  100,000  people,  while  its  rural  areas  had  91  per  100,000. 
The  Graduate  Medical  Education  National  Advisory  Committee  states  that  an  ideal 
doctor-patient  ratio  is  191  physicians  per  100,000  people. 

These  data  set  the  stage  in  Georgia  and  many  other  rural  states  for  issues  and 
problems  associated  with  Health  Care  Reform. 

As  I  see  it,  there  are  at  least  three  broad  categories  of  issues  and  problems 
surrounding  the  implementation  of  any  Health  Care  Reform  in  the  rural  areas: 

1.  The  distribution  of  limited  medical  resources  over  vast  areas. 

2.  The  accessibility  or  the  ability  of  people  to  transport  themselves  or 
be  transported  to  the  available  medical  resources. 

3.  The  manner  in  which  we  deal  with  those  entities   that  have 
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benefitted  from  the  current  system. 

Let's  look  at  the  distribution  of  limited  medical  resources.  In  addition  to  the  data 
given  earlier,  Georgia  is  a  state  of  57,918.7  square  miles,  with  only  one  large  urban 
area  and  five  smaller  urban  areas.  It  is  a  state  in  need  of  more  primary  care  providers 
and  economically  sound  hospitals  in  the  rural  communities.  There  is  a  Health 
Department  in  every  county  providing  a  variety  of  primary  care,  some  more  limited 
than  others,  but  the  Health  Department  has  been  a  dependable  stable  provider. 
Managed  care  could  present  a  potential  problem.  An  out-of-county  or  out-of-state 
managed  care  group  could  come  into  a  small  county,  take  over  health  care  and  drive 
the  Health  Departments  and  local  providers  out  of  business.  The  degree  to  which 
such  a  group  is  culturally  sensitive  and  participates  in,  outreach  could  be  problematic. 
Many  counties  are  without  a  primary  care  physician  because  not  enough  are  trained. 
professipnal  isolation,  financial  and  familv  disincentives.  Many  rural  hospitals  have 
financial  problems  because  of  not  being  strategically  located  within  the  state  or  have 
the  necessary  physician  mix  to  generate  funds.  Usually  a  general  surgeon  is  needed 
in  addition  to  the  primary-care  physicians. 

Secondly,  accessibility  is  a  problem,  I  envision  a  significant  number  of  people  having 
insurance  cards  and  neither  the  person  nor  the  card  can  get  to  the  provider  because 
of  no  transportation.  Therefore,  universal  health  care  may  be  available  because  the 
financial  barrier  has  been  removed,  but  transportation  necessary  for  access  and  the 
desire  for  preventive,  non-acute,  non-symptomatic  care  may  still  be  problematic. 

Thirdly,  there  are  a  significant  number  of  providers  who  are  satisfied  with  the  present 
health  care  system.  That  belief  exists  partly  because  some  sincerely  believe  the 
system  is  alright,  but  also  because  some  are  receiving  substantial  resources  from  the 
present  fragmented  system. 

What  are  some  possible  solutions?  First,  in  order  to  address  the  shortage  of  primary 
care  providers,  more  generalist  physicians  must  be  trained.  The  Medical  College  of 
Georgia  has  placed  a  high  priority  on  this  training  initiative.  Professional  isolation 
must  also  be  addressed.  Rural  practitioners  need  instant  affordable  communication 
with  other  practitioners  especially  when  consultation  is  necessary.  Computer 
networks,  satellite  systems,  and  telemedicine  are  means  of  electronic  two-way  audio 
and  visual  communication.  Such  efforts  should  be  further  developed.  The  financial 
incentives  for  physicians  need  some  attention.  The  incomes  of  rural  physicians  are 
lower  than  those  of  urban  physicians  because  they  depend  more  on  federal  and  state 
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reimbursement.  Rural  physicians  also  have  higher  overhead  and  maintenance  costs. 
Additional  financial  incentives  need  to  be  in  place  locally  to  entice  and  keep 
practitioners.  Communities  need  local  plans  to  address  the  entire  family  needs. 
Incentives  for  wives  need  some  attention.  Also,  the  Health  Departments  need  to  be 
an  essential  provider.  Those  who  fear  a  loss  of  revenue  because  of  Health  Care 
Reform  need  reassurance  that  any  loss  will  not  be  substantial,  or  it  is  indeed  for  the 
improvement  of  the  health  care  system.  Hospitals  which  are  strategically  located 
need  to  be  supported  and  maintained. 

Thank  you  for  this  opportunity  to  testify. 
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TESTIMONY  BEFORE  THE  HOUSE  AGRICULTURE  COMMITTEE 

BY  GARY  L.  FILERMAN,  Ph.D. 

ASSOCIATE  DIRECTOR 

PEW  HEALTH  PROFESSIONS  COMMISSION 

Mr.  Chairman, 

I  am  Gary  Filerman,  Associate  Director  of  the  Pew  Health 
Professions  Commission.    The  Commission  is  an  independent  non 
partisan  entity  which  was  established  by  the  Pew  Charitable  Trusts  in 
1989.    The  mission  of  the  Commission  is  to  help  assure  that  this 
nat4en  has  the  appropriate  health  workforce  in  place  where  and  when  it 
is  needed. 

We  are  concerned  with  the  content  of  the  education  of  health 
professionals  -  their  "s"kills,  attitudes  and  above  all  appropriate 
competencies.    We  are  concerned  about  the  adequacy  of  the  Supply, 
the  mix  of  providers  and  their  geographic  distribution.    The 
Commission's  most  recent  report.  "Health  Professions  Education  for 
the  Future:  Schools  in  Service  to  the  Nation"  is  pTobably  the  most 
widely  read  study  and  plan  for  health  professions  education  since  the 
Flexier  Report  on  Medicine.    I  would  appreciate  having  the  report 
entered  in  the  Committee's  record. 

Mr.  Chairman,  the  Pew  Commission  is  deeply  concerned  about 
access  to  care  in  rural  communities.    The  realities  are  well  known  - 
communities  which  cannot  replace  aging  practitioners,  small  hospital's 
inability  to  maintain  separate  technicians  and  technologists  in 
laboratory,  imaging,  therapies  and  other  fields,  legal  barriers  to  using 
P.A.s  and  nurse  practitioners  at  the  level  of  their  competence.    The 
reimbursement  discrimination,  and  aging  and  underfinanced  Hill-Burton 
Hospitals  and  other  facilities  which  do  not  make  attractive  practice 
settings.  -     • 

It  is  in  large  part  a  people  problem  which  is  not  receiving  the 
attention  it  merits  in  the  health  care  reform  discussions.    It  is  an  urgent 
issue  which  was  with  us  long  before  the  current  debate.    In  some 
respects,  the  current  debate  about  a  reform  law  is  a  side  issae.    The 
reform  oT  reorganization  of  health  care  is  here  now  and  it  is  going  on  at 
an  accelerating  pace  in  virtually  every  american  community.    In  many 
places,  this  change  process  is  exacerbating  the  problem  of  access  to 
appropriate  service  providers. 

We  are  sure  of  one  thing.    The  old  approach  of  creating  more 
medical  and  other  schools  on  the  assumption  that  the  market  would 
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pull  people  into  underserved  areas  hasn't  helped  much.    In  fact,  it  has 
contributed  to  other  problems  such  as  the  oversupply  of  medical 
specialists  and  the  production  of  hospital  nurses,  as  opposed  to  nurses 
who  are  pointed  toward  prevention,  home  health,  rural  health,  etc. 

The  National  Health  Service  Corps  has  helped  in  many  places  but 
the  corps  has  not  realized  its  potential  because  it  is  too  small,  too 
narrowly  focused  on  physicians  and  does  not  pay  enough  .    The 
expansion  of  the  Corps  should  be  a  high  priority. 

Medical  Schools  are  under  pressure  to  move  clinical  training  out 
of  the  teaching  hospitals  and  into  practice  settings  which  are  more 
representative  of  where  most  doctors  practice  and  of  the  care  most 
people  need  most  of  the  time.    Rural  rotations  will  help  create  interest " 
only  if  the  students  see  good  practice  conditions.    It  will  do  no  good  to 
have  them  observe  isolated  practice  by  doctors  working  long  hours  for 
low  pay  and  without  backup.    They  must  see  doctors  and  other  team 
members  who  have  professional  and  technical  support  systems  which 
make  rural  practice  intellectually  as  well  as  financially  rewarding. 

We  believe  that  there  are  six  keys  to  establishing  these 
conditions: 

1 .  Area  Health  Education  Center  (AHEC)  Extension:    AHECs 
have  proven  to  be  effective  in  providing  technical  support 
for  rural  physicians  in  several  states.    Serious  consideration 
should  be  given  to  expanding  AHEC  into  the  health 
equivalent  of  agricultural  extension.    To  do  that  will  require 

-  the  active  participation  of  Academic  Health  Centers  in  the 

Land  Grant  Schools,  expanding  the  AHEC  mission  to  include 
more  consultative  service,  a  focus  on  the  full  health  team 
and  perhaps  direct  collaboration  with  the  extension  systems 
in  those  states  where  extension  is  capable  of  adding  real 
value  to  the  system. 

2.  Telemedicine:    We  agree  with  the  recommendation  of 
Communicating  For  Agriculture  that  telemedicine  should  be 
developed  as  a  basic  component  of  all  rural  health  services. 
To  do  so  will  require  a  substantial  R&D  investment  so  that 
funds  are  not  wasted  on  exotic  systems  which  are  not  used 


348 


or  are  unnecessarily  complex.    There  are  some  excellent 
systems  in  place  now  which  should  be  evaluated  and 
perhaps  emulated  as  a  component  of  the  expanded  AHEC 
program.    Among  other  things,  practitioners  must  be  trained 
to  use  these  systems  cost  effectively. 

3.  Another  key  is  the  financing  of  rural  training.    At  present, 
most  funding  flows  to  the  Academic  Health  Centers.    In  so 
far  as  federal  funds  are  concerned,  rural  education  would  be 
invigorated  if  the  support  went  directly  to  the  rural  training 
sites  -  it  should  follow  the  students. 

4.  Reimbursement:    All  of  the  educational  schemes  will  fail  if 
we  do  not  improve  the  income  base  of  the  rural  provider: 
Medicare  and  Medicaid  account  for  most  of  the  patients  in 
many  areas,  and  those  programs  do  not  pay  their  fair  share 
of  the  costs,  leaving  rural  practitioners  underpaid  and,  I 
might  add,  with  few  highly  insured  patients  to  shift  costs 
to.    Obviously  it  is  important  to  reduce  the  disparity  in 
reimbursement  between  urban  and  rural  providers  for  the 
same  services. 

5.  Team  Work  Practice:    The  fifth  key  is  to  develop  teams  of 
providers,  including  nurse  practitioners  and  physician's 
assistants  who  can  work  independently  or  be  based  in 
doctor's  offices,  groups  or  in  hospitals.    The  barriers  to 
achieving  this  essential  model  are  many.    One  is  that  many 

—  physicians  have  negative  attitudes  toward  nurse 
practitioners  in  particular.    The  Commission  is  urging 
schools  to  provide  opportunities  for  medical,  nursing  and 
P. A.  students  to  learn  together  because  we  know  that 
physicians  who  work  and  learn  with  the  others  are  very 
supportive  of  them  in  practice. 

Restrictive  state  practice  acts  are  another  barrier.    Most  of 
the  acts  are  scientifically  obsolete  and  simply  illogical.    They 
are  designed  for  economic  protection  more  than  public 
protection  and  are  enforced  by  licensure  boards  which  are 
the  private  domain  of  the  professions.    The  Pew 
Commission  urges  the  federal  government  to  develop  model 
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state  practice-acts  which  deregulate  the  professions. 
Restrictive  practice  acts  have  a  strangle  hold  on  rural  health 
service  development.    - 

6.       Finally,  Mr.  Chairman,  lets  expand  our  reach  through 

community  health  workers.    Individuals  from  the  community 

of  all  backgrounds  and  ages  with  relatively  short  training 

can  have  a  tremendous  impact  upon  health  status.    They 
would  work  under  the  supervision  of  doctors,  nurses  and 
P.A.s  and  be  employed  by  the  health  department,  an 
alliance  or  health  care  system.    There  is  a  lot  thar 
community  health  workers  can  do  in  prevention,  screening, 
home  health  and  health  education.    Perhaps  we  are 
demystifying  medical  care,  but  this  is  a  practical  approach 
which  has  been  successful  in  many  communities. 

The  Pew  Health  Professions  Commission  is  anxfous  to  work  with  the 
Congress,  the  states,  the  professional  organizations  and  the  schools  to 
assure  that  rural  America  has  access  to  appropriate  providers  under  - 
any  financing  scheme.    We  thank  you  and  the  committee  for  calling 
attention  to  this  issue. 


(Attachment  follows:) 
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by  Thomas  W.  Langfnt.  M.D.    President,  The  Pew  Charitable  Trusts 


Ihe  Pew  Health  Professions  Commission,  in  its  first  report  published  in  October  1991, 
declared  that  the  education  and  training  of  health  professionals  is  not  adequate  to  meet  the  health 
care  needs  of  the  American  people.  Today,  we  are  even  more  out  of  sync  with  the  needs  of  the 
health  care  system  that  is  emerging.  NXTiile  education  in  the  biomedical  and  traditional  clinical 
sciences  is  being  done  well,  and  practice  of  the  specialties  in  medicine  and  other  professions  is 
unequaled  in  the  world,  many  important  qualities  and  skills  are  missing.  The  Pew  Commission 
has  set  these  out  in  the  form  of  competencies  that  all  health  professionals  ought  to  possess  if  they 
are  to  satisfactorily  meet  the  health  needs  of  the  public  in  the  next  century.  Education  and  train- 
ing in  these  competencies  —  for  example,  caring  for  the  community's  health,  practicing  preven- 
tion, and  ensuring  cost-effective  and  appropriate  care  —  require  a  balance  with  the  individual, 
organ-based,  disease-specific  model  that  has  been  the  driving  force  in  many  of  the  health  profes- 
sions, especially  medicine,  for  ^everal  decades.  '       •'  '" 

The  Pew  Commission  recognized  that  the  content  of  pro- 
fessional school  curricula  and  postgraduate  training  programs 
needs  to  be  rebalanced  to  include  new  or  rediscovered  topics 
such  as  preventive  health  strategies,  the  behavioral  sciences, 
community  health,  and  patient  outcomes  management,  while 
retaining  the  courses  essential  to  learning  'the  established  basic 
and  clinical  sciences.  This  rebalance  of  the  curriculum,  ac- 
commodating education  for  the  new  competencies  without 
sacrificing  the  essential  elements  of  the  traditional  curriculum 
or  extending  curriculum  time,  is  a  formidable  challenge. 

In  this  report,  the  Pew  Commission  proposes  strategies 
to  stimulate  health  professions  schools  to  make  the  changes 
needed  to  educate  for  the  new  competencies.  The  report  in- 
cludes strategies  generally  applicable  to  all  of  the  health  profes- 
sions and  profession-specific  strategies  developed  with  the 
assistance  of  eight  advisory  panels  from  each  of  the  professions 
designated  by  the  Pew  Commission. 

The  Pew  Commission  has  understood  from  rhe  beginning 
that  it  is  not  addressing  a  blank  slate.  Changes  are  occurring 
throughout  health  care  and  health  professions  education;  these 
changes  are  addressed  in  many  of  the  professions-specific  chap- 
ters in  this  report.  Some  of  these  innovations  are-in  the  precise  directions  recommended  by  the 
Commission  and  they  helped  to  inspire  the  Commission's  deliberations.  On  the  whole,  however, 
traditional  thinking  continues  to  dominate  undergtaduate  curricula  and  postgraduate  training  pro- 
grams. 

The  Pew  Commission  and  The  Pew  Charitable  Trusts  are  now  deliberating  together  about  the 
next  phase  of  this  initiative.  The  Ttusts  are  pleased  with  the  work  of  the  Commission.  We  believe 
the  atguments  for  change  are  compelling,  and  the  directions  those  changes  should  take  are  well- 
conceived.  Now  we  need  to  address  several  new  questions  as  we  contemplate  implementation  of 
the  Pew  Commission's  reports. 


"This  rebalance  of 
the  curriculum, 
accommodating 
education  for  the 
new  competencies 
without  sacrificing 
the  essential  elements 
of  the  traditional 
curriculum  or  ex- 
tendittg  curricidum 
time,  is  a  formidable 
challenge.  " 


Sthiu'ls  III  V'v/.y  !!•  the  \'.itii/n 
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■  Which  health  professions  schools,  and  their  parent  academic  health  centers  and  univer- 
sities, share  the  vision  of  the  future  described  by  the  Pew  Commission? 

■  Do  schools  with  the  vision  have  the  committed  leadership  within  their  administrations 
and  faculties  to  move  in  the  directions  recommended  by  the  Pew  Commission? 

■  What  are  the  impediments  to  change?  Specifically,  is  it  feasible  to  develop  a  set  of 
incentives  that  will  induce  movement  in  schools  that  have  the  desire  to  change  but 
are  only  at  the  beginning  of  the  process,  and  to  accelerate  progress  in  those  schools 
that  are  on  the  move  but  face  significant  barriers  to  change? 

Both  impediments  to  change  and  incentives  to  overcome  them  exist  in  the  internal  environ- 
ment of  the  educational  institutions  and  in  the  external  environment  that  supports  the  institutions 
and  the  health  professionals  they  educate. 

Internal  incentives  are  largely  self-generated.  Most  important  is  the  belief  by  the  leadership 
of  schools  that,  broad  and  deep  as  their  education  and  training  programs  might  be,  they  are  not 
,  enough  to  meet  the  health  care  needs  described  by  the  Pew 

tLXp€Vl€nC€  IVltrJ  Commission  in  its  first  report.  Experience  with  reform  suggests  that 

reform  SUVVeStS  that  "'^^"  ^  certain  significant  number  of  leaders  has  accepted  the  new  be- 

J  ""  ^    liefs  —  and  that  threshold  will  vary  among  schools  according  to  their 

when  (I  Certdiri  traditional  missions  and  the  strength  ofthe  new  leadership  —  serious 

.£.  I  experimentation  with  the  curriculum  begins.  Momentum  is  main- 

StgHtJtCant  nUmOer  tained  by  satisfaction  with  the  curricular  changes,  by  proselytizing 

of  leaders  has  accepted      ^fnong  the  faculty  by  the  convened,  and  by  an  infusion  of  new  re- 

,  sources  to  help  promote  and  sustain  progress. 

Itje  new  OeiiejS,  serious  But'in  my  opinion,  self-generated  internal  reform  will  not  be 

eXf)erimentation  with         sufficient  to  produce  the  new  competencies  on  a  broad  scale 

_  in  large  numbers  of  schools  across  many  academic  health  centers. 

CUrriCUltltn  t?eginS.  incentives  are  also  needed  in  the  external  environment  on  which  the 

institutions  rely  for  economic  and  political  support.  This  is  a  com- 
plex environment  that  contains  many  elements.  It  includes  professional  associations  that  creden- 
tial the  graduates  of  schools  and  training  programs.  The  requirements  ofthe  credentialing  process 
heavily  influence  the  content  ofthe  students'  education  and  training.  Leaders  among  clinical  fac- 
ulties who  also  occupy  important  positions  on  credentialing  boards  can  be  powerfijl  levers  for 
change  because  of  their  ability  to  influence  both  the  educational  and  credentialing  processes. 

State  government  has  the  power  to  support  reform  through  its  licensure  practices  and  in  its 
budget  allocations  for  higher  education,  Medicaid,  children  and  family  health,  and  a  variety  of 
other  services.  The  federal  government  has  a  tradition  of  influencing  the  career  choices  of  health 
professionals,  especially  physicians,  through  programs  such  as  the  National  Health  Service  Corps, 
which  directs  medical  school  graduates  into  primary  care  in  underserved  urban  and  rural  settings. 
The  newly  enacted  federal  Resource-Based  Relative  Value  Scale  was  designed,  in  part,  to  shift 
physician  reimbursement  by  Medicare  frora  highly  paid  medical  and  surgical  specialties  toward 
the  primary  care  specialties. 

Finally,  the  private  sector  —  group  practices,  insurers,  managed  care  organizations,  corpora- 
tions, and  foundations  —  is  the  most  complex  part  of  that  external  environment  that  can  help 
shape  the  reforms  needed  to  educate  students  for  the  new  competencies. 

I  concluded  my  comments  in  the  Foreword  to  the  first  Pew  Commission  report  with  the  hope 
that  the  policy  community  would  understand  the  necessity  of  promoting  health  professions  educa- 
tional reform  along  with  the  reorganization  and  refinancing  ofthe  health  care  delivery  system. 
Countless  proposals  have  been  advanced  to  reform  the  delivery  system.  Some  of  them,  including 
those  with  the  greatest  political  support,  are  poles  apart  in  their  philosophy  and  structure.  Their 
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proponents  seem  to  believe  that  the  millions  of  providers  of  health  care  will  function  equally  well 
in  any  system  the  policymakers  devise;  that  whatever  mechanisms  are  employed  to  ensure  health 
care  for  all  Americans  and  at  the  same  time  contain  costs,  health  professionals  will  have  both  the 
skills  and  the  willingness  to  provide  acceptable  care  within  the  reformed  system.  This  is  taking  too 
much  for  granted.  Can  anyone  imagine  that  an  industry  would  propose  such  far  reaching  changes 
in  its  organization  and  financial  structure  while  largely  ignoring  how  its  work  force  might  respond 
to  the  new  system? 

The  Pew  Commissions  first  report  was  circulated  widely  among  health  educators  and 
policymakers.  This  report  will  follow  similar  paths.  But  words  alone  will  not  be  sufficient  to 
enlist  wide  support  for  the  Pew  Commission's  ideas  and  recommendations.  Action  will  be  re- 
quired. Our  challenge  now  is  to  develop  a  strategy  and  a  set  of  projects  that  will  begin  imple- 
mentation of  the  kinds  of  far-reaching  changes  recommended  by  the  Pew  Commission. 


Sincerely, 


Thomas  W.  Langfitt,  M.D. 

President.  The  Pew  Charitable  Trusts 


(The  complete  report  is  held  in  the  conmittee  files.) 


SchooL  in  SfTiif  to  ihf  .Wiiio'i 
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Statement  of  Juanita  Garcia 


House  Agriculture  Committee 
June  9,  1994 


My  name  is  Juanita  Garcia,  i  was  born  in  Weslaco,  Texas,  41  years  ago.  I 
have  been  a  migrant  farmworker  since  I  was  1 2  years  old. 

Just  to  tell  you  a  little  about  what  it  means  to  be  a  migrant  farmworker,  let 
me  tell  you  how  I  came  to  be  here  in  Washington  today.  I  just  drove  with  my 
husband  and  three  of  my  five  children  from  our  home  imPharr,  Texas  to  Iowa, 
where  we  work  every  summer  to  detassel  corn  and  clean  beans.  The  trip  took  us  32 
hours.  We  got  held  up  for  8  hours  because  the  fan  belt  on  our  car  broke.  It  cost  us 
$1 00  to  get  it  fixed,  which  was  about  all  the  money  we  had  on  us.  Worse  still,  my 
daughter  has  had  problems  with  her  tonsils,  so  I  wasn't  sure  we  could  make  it  at  all. 
When  we  got  to  Iowa,  the  people  at  Proteus  helped  to  get  me  on  the  plane  to 
come  here  to  Washington,  and  I  arrived  yesterday  at  1 :00.  So  anyway  here  I  am. 

Every  year  I  work  part  of  the  year  in  Texas  and  part  of  the  year  in  another 
state.  For  the  last  couple  of  years  I  have  worked  in  Iowa.  Other  years  I  worked  in 
Michigan,  Ohio,  and  Minnesota. 

All  together,  my  husband  and  I  make  about  $10,000  per  year.  When  I'm  in 
Texas,  I  work  in  a  packing  house  from  November  to  May.  I  get  paid  $4.25  per  hour, 
the  minimum  wage.  My  hours  change  depending  on  how  much  work  there  is.  Some 
days  I  work  five  hours,  other  days  i  work  1 2  hours.  I  don't  get  any  benefits  at  the 
packing  house  where  I  work.  When  I'm  in  Iowa,  I  earn  $95  per  acre  of  corn  I 
detassel,  and  $4  per  acre  of  beans  that  I  work  on.  If  the  weather  stays  good,  my 
husband,  my  children,  and  I  can  make  $4,000  during  the  four  weeks  in  July  and 
August  that  we  are  in  Iowa.  Last  year,  we  couldn't  find  as  much  work  because  of  the 
flood,  so  we  only  earned  about  $2,000.  Because  the  apartments  in  Iowa  are  so 
expensive  and  they  want  us  to  sign  six-month  leases,  we  live  in  a  tent  while  we  are 
there. 
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From  late  August  to  November,  I  have  no  work.  I  can  qualify  for  Medicaid 
for  six  months  in  Texas  during  this  time.  When  I  am  working,  I  can't  qualify  any 
more.  No  employer  has  ever  provided  medical  insurance  for  me  or  my  husband, 
either.  It's  like  they  punish  you  for  trying  to  do  things  the  right  way. 

When  I  don't  have  Medicaid,  I  can't  afford  the  pills  I'm  supposed  to  take  for 
my  high  blood  pressure.  I  have  a  bottle  of  pills  here  with  me  that  I  got  in  February. 
There  were  60  pills  in  the  bottle.  I  was  supposed  to  take  one  pill  each  day,  but  I 
wanted  to  make  the  pills  last  because  I  can't  afford  new  ones.  So  Ttake  one 
whenever  I  don't  feel  too  good,  or  I  feel  like  my  blood  pressure  is  going  up. 

*.' 
In  March,  my  husband  had  a  bad  pain  in  his  side.  I  knew  we  couldn't  afford 
the  doctors  here,  so  we  went  to  Reynosa,  Mexico,  to  see  the  doctors  there.  I  guess 
we  could  have  tried  to  go  the  Migrant  Health  Clinic  here  in  Pharr,  but  whenever  I've 
tried  to  get  help  there,  there  is  usually  a  one-month  wait  for  an  appointment.  So 
we'd  rather  drive  the  extra  miles  to  go  to  Mexico.  It  turned  out  to  be  a  problem  with 
his  liver.  They  gave  him  some  medicines.  They  wanted  to  do  an  operation,  but  we 
couldn't  afford  it,  even  in  Mexico.  So  when  the  medicines  helped  him  a  little,  we 
thought  he  would  be  okay.  My  husband  and  I  both  missed  a  full  week  of  work 
when  he  was  sick.  Neither  one  of  us  get  paid  for  days  when  we  are  sick,  so  we  lost 
that  money. 

It  can  be  a  pretty  scary  experience  to  get  sick  on  the  road,  while  we  are 
migrating.  One  time  in  1 988,  while  we  were  in  Michigan,  my  youngest  daughter 
swallowed  some  bleach.  She  was  only  one  years  old  at  the  time.  We  went  to  the 
migrant  clinic  in  the  area,  but  they  told  us  we  had  to  go  the  regular  hospital  because 
they  had  better  equipment  there.  So  we  brought  her  to  the  emergency  room.  At 
that  place,  the  doctor  gave  her  a  little  carton  of  regular  milk  to  drink.  Nothing  more. 
Do  you  know  we  were  billed  $55  for  that  little  carton  of  milk?  Thank  God,  my 
daughter  turned  out  okay. 

Another  time,  we  were  traveling  with  my  nephew's  family  from  Maryland 
back  to  Texas  after  a  job.  In  Mississippi,  we  had  a  blowout  in  the  tire  and  the  truck 
flipped  over.  My  nephew  broke  his  back  and  his  wife  broke  her  arm.  The  rest  of  us 
had  cuts  and  bruises  all  over.  The  ambulance  came  and  took  us  to  the  hospital.  We 
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were  able  to  keep  going,  but  my  nephew  and  his  wife  stayed  in  the  hospital  for  a 
week,  i  don't  know  how  they  paid  for  that  visit,  because  they  didn't  have  Medicaid. 

Overall,  I  have  been  pretty  lucky.  I  usually  have  been  able  to  get  into  a 
migrant  clinic  when  I've  needed  it  on  the  road.  But  when  you  are  on  the  road,  you 
never  know  what's  going  to  happen.  You  think  to  yourself,  who  will  pay  if 
something  happens?  Who  will  help  take  care  of  us? 

The  people  at  AFOP  asked  me  to  think  of  what  I  would  like  to  see  for  my 
health  care.  I  told  them  I  would  like  to  have  a  card  that  I  could  use  anywhere  for 
any  doctor  or  medicine  I  needed,  just  like  for  Medicaid.  ( >vould  like  to  have 
insurance  that  I  could  use  all  year,  no  matter  where  I'm  working.  I  don't  think  it 
would  work  to  have  the  crewleaders  pay  the  money  for  the  insurance  because  I 
worked  for  crewleaders  until  I  was  married  and  they  stole  all  the  money  they  were 
supposed  to  save  for  my  social  security.  I  don't  trust  them.  All  in  all,  if  I  had  to  pick 
between  getting  help  for  food  and  help  for  health,  I  would  choose  health.  You  can 
always  eat  cheaper  food,  but  there  is  no  way  to  make  doctors  or  medicines 
cheaper. 

Thank  you  very  much  for  listening  to  my  experiences. 
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Good  morning.  My  name  is  Diane  Mull,  and  I  am  the  executive  director  of  the 
Association  of  Farmworker  Opportunity  Programs,  AFOP.  AFOP  is  the  national  association 
of  non-profit  organizations  and  state  agencies  that  provide  employment,  training,  and 
supportive  services  to  low-income  migrant  and  seasonal  farmworkers.  Most  of  our 
members  also  provide  additional  services  to  farmworkers,  including  Migrant  Health, 
Migrant  Head  Start,  and  housing  services.  Our  extensive  service  network  for  farmworkers 
includes  500  field  offices  operating  in  49  states  and  Puerto  Rico.  We  appreciate  this 
opportunity  to  testif/  before  the  committee  on  the  extremely  important  issue  of  health  care 
reform  for  farmworkers. 

As  you  heard  from  Seriora  Garcfa  in  her  testimony  today,  farmworkers— and  migrant 
farmworkers  especially— face  a  number  of  barriers  in  obtaining  health  care.  They  face 
financial  barriers,  geographic  barriers,  occupational  barriers,  and  linguistic  and  cultural 
barriers.  The  result  of  these  barriers  is  that  many  farmworkers  do  not  receive  the  health 
care  they  need.  Lack  of  access  to  health  care  allows  preventable,  treatable  illnesses  to 
fester  into  emergency  situations  and  devastate  the  farmworker  community  and  the 
individual's  ability  to  work. 


360 


A  health  plan  that  does  a  good  job  of  providing  coverage  to  the  nation's 
approximately  4  million  migrant  and  seasonal  farmworkers  must  address  these  barriers  by 
working  around  the  unique  constraints  faced  by  agricultural  workers.  In  our  comments 
today,  we  will  focus  on  four  key  issues  that  address  farmworkers'  access  to  health  care 
services:  eligibility  of  services,  portability  of  services,  cost  of  services,  and  the  availability  of 
enabling  services.  We  will  also  discuss  two  important  elements  of  how  the  program  must 
be  administered  in  order  to  be  successful  in  covering  migrant  and  seasonal  farmworkers. 

Eligibility  for  Services 

Farmworkers  work  on  a  seasonal  basis  for  agricultural  employers.  A  worker  typically 
is  hired  to  work  on  a  particular  crop  for  an  employer.  The  work  may  last  anywhere  from  a 
few  days  to  several  weeks,  so  a  farmworker  must  do  short  stints  of  work  for  many 
employers  over  the  course  of  the  year  in  order  to  eke  out  a  meager  living  wage.  It  is 
therefore  important  that  employers  are  asked  to  pay  insurance  premiums  for  all  workers, 
no  matter  how  long  they  have  worked  for  an  employer.  The  Clinton  health  plan,  for 
example,  would  free  employers  from  paying  insurance  premiums  for  employees  working 
fewer  than  40  hours  per  month.   Because  this  plan  does  not  substitute  public  funding  for 
the  employer's  share  but  instead  shifts  the  payment  obligation  to  the  worker,  such  a 
threshold  would  mean  that  a  large  percentage  of  the  farmworker  population  would  be 
paying  both  the  employee's  and  the  employer's  share  of  insurance  premiums. 

In  addition,  a  plan  for  farmworkers  must  deal  with  coverage  of  undocumented 
workers.  Despite  the  perception  that  many  farmworkers  are  illegal  immigrants,  the 
Department  of  Labor's  National  Agricultural  Worker  Survey  (NAWS)  has  found  that  over  80 
percent  of  farmworkers  are  legally  authorized  to  work.  Even  so,  there  is  still  a  substantial 
number  of  workers  who  are  not  legal.  With  diseases  such  as  tuberculosis  and  HIV  over- 
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represented  in  the  farmworker  population,  it  is  a  public  health  imperative  that  some  type  of 
coverage  be  provided  to  these  workers. 

Portability  of  Services 

One  of  the  most  important  issues  regarding  farmworkers  and  health  care  is  the  one 
of  portability  of  services.  Because  approximately  1.5  million  farmworkers  and  their  families 
migrate  In  order  to  find  agricultural  work,  a  health  plan  for  farmworkers  must  allow  for 

coverage  outside  a  person's  place  of  residence.  There  must  be  no  surcharge  for  health 

1. 1 

services  provided  at  health  centers  located  outside  the  worker's  health  alliance.  In  addition, 
there  should  be  an  ample  time  limit  for  services  provided  away  from  home.  For  example, 
the  Clinton  plan  specified  that  workers  would  only  be  eligible  for  services  for  6  months 
after  leaving  a  homebase  area.  Such  a  short  time  limit  would  mean  that  many  migrant 
farmworkers  could  be  cut  off  from  services  while  still  working  upstream. 

An  important  lesson  about  the  importance  of  providing  portability  of  care  can  be 
learned  from  the  Medicaid  system.  Despite  the  fact  that  most  farmworkers  qualify  for 
Medicaid  services  because  of  their  poverty-level  annual  earnings,  most  have  difficulty  in 
actually  enrolling  into  the  program.  Medicaid  is  a  state-administered  program,  so  states  set 
varying  eligibility  and  enrollment  procedures.  Migrants  often  do  not  qualify  for  services 
because  the  particular  state  they  apply  in  does  not  annualize  income.  This  means  that  a 
farmworker  who  could  not  find  work  for  two  months  until  they  found  a  job  that  paid  them 
$500  for  a  week's  worth  of  work  would  not  be  considered  eligible  for  services  because 
their  most  recent  income  was  so  high.  Even  when  a  farmworker  does  qualify  and 
successfully  enroll  in  a  state,  the  necessary  paperwork  frequently  takes  so  long  that  a 
farmworker  may  have  already  moved  outside  the  state  before  ever  receiving  care. 
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Cost  of  Services 

Farmworkers  have  been  identified  by  the  U.S.  Bureau  of  Labor  Statistics  as  the 
lowest-paid  occupational  group  in  the  country.  A  recent  study  of  farmworkers  conducted 
by  the  Department  of  Labor  showed  that  over  half  earn  less  than  $7,500  per  year.  Asking 
such  workers  to  fund  up  to  20  percent  of  their  health  care  premiums  would  be  financially 
devastating.  In  the  Clinton  plan,  disadvantaged  workers  may  be  eligible  for  a  subsidy  for 
their  share  of  health  premiums,  but  if  the  employer  does  not  pay  their  required  80  percent 
share,  the  worker  must  still  make  up  the  difference.  Furthermore,  even  seemingly  low  co- 
payments  of  $10  for  a  visit  to  the  doctor's  office  could  prohibit  farmworkers  living  in 
extreme  poverty  from  obtaining  medical  care. 

Availability  of  Enabling  Services 

An  important  component  of  providing  any  service  to  the  farmworker  community  is 
in  enabling  farmworkers  to  use  those  services  through  outreach,  transportation  assistance, 
and  the  availability  of  bilingual,  culturally  sensitive  medical  staff.  Farmworkers— especially 
migrants— often  live  in  the  fringes  of  the  rural  communities  they  work  in.  Since  they  live  in 
communities  for  such  short  periods  of  time,  they  do  not  know  where  health  services  are 
located.  They  have  limited  access  to  transportation  to  get  to  health  services.  And  once 
inside  a  center,  they  may  feel  uncomfortable  in  discussing  their  problems  with  staff  who  do 
not  speak  their  language  or  appear  insensitive  to  their  needs.  In  addition,  farmworkers  face 
the  same  lack  of  medical  personnel  as  other  rural  residents  do.  Funds  to  provide  these 
outreach  services,  transportation  assistance,  and  the  availability  of  high-quality  bilingual 
medical  staff  are  important  to  making  health  care  actually  happen  for  farmworkers. 
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Administrative  Considerations 

Now  that  I  have  outlined  the  general  needs  of  farmworkers  in  accessing  health 
care  services,  I  will  address  some  of  the  administrative  elements  that  must  be  part  of  a 
successful  health  plan  for  farmworkers. 

The  most  important  administrative  problem  is  a  definitional  one.  Agricultural 
employers  must  be  responsible  for  providing  health  premiums  for  their  workers. 
Responsibility  must  not  be  shifted  to  farm  labor  contractors,  who  are  also  known  as 
crewleaders.  Despite  an  elaborate  licensing  system,  crewleaders  are  notorious  for  violating 
labor  laws.  They  often  fail  to  pay  minimum  wages,  steal  Social  Security  taxes,  dodge 
unemployment  insurance  taxes,  and  have  even  been  found  to  hold  workers  in  involuntary 
servitude.  Relying  on  such  individuals  to  pay  health  insurance  premiums  for  farmworkers 
would  prove  disastrous  for  farmworkers'  health  as  well  as  an  enforcement  nightmare. 
Responsibility  must  also  not  be  passed  to  farmworkers  themselves  by  growers  who  ask 
workers  to  call  themselves  "independent  contractors"  as  a  condition  of  employment.  This 
illegal  but  common  practice  allows  agricultural  employers  to  evade  responsibility  for  a 
variety  of  labor  laws  and  taxes. 

The  second  administrative  concern  I  would  like  to  mention  is  that  of  funding.  We 
believe  that  funding  for  a  farmworker  health  plan  must  be  nationally  administered.  As 
shown  earlier  when  we  discussed  the  problems  with  farmworkers'  access  to  Medicaid 
services,  state  administration  and  lack  of  uniform  enrollment  and  eligibility  criteria  prevent 
workers  from  getting  services.  We  believe  that  funding  for  farmworker  health  can  be 
delivered  through  two  simultaneous  means:  (1)  increased  funding  for  Migrant  Health 
centers,  and  (2)  setting  up  a  trust  fund  for  farmworker  health  care  coverage  that  would  be 
financed  by  grower  contributions.  The  size  of  the  contributions  would  be  based  on  the 
employer's  total  migrant  and  seasonal  worker  payroll.  Contributions  made  by  agricultural 
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employers  should  be  comparable  to  those  made  by  other  employers  and  any  deficiencies 
in  the  trust  fund  should  be  paid  from  general  revenues.  Such  a  system,  which  is  currently 
being  considered  in  Washington  state,  may  prove  to  be  a  fair  way  to  deal  with  the  fact  that 
farmworkers  are  employed  for  short  times  with  many  different  employers  over  the  course 
of  a  year. 

As  you  are  undoubtedly  aware,  few  populations  suffer  the  exteht  of  health 
problems  seen  in  the  farmworker  community.  Infant  mortality  raites  are  nearly  twice  as  high 
as  that  of  the  rest  of  the  population.  Infectious  disease,  parasitic  infections,  malnutrition, 
dental  disease,  and  chronic  illnesses  also  appear  at  shocking  rates  in  farmworkers.  In  fact, 
farmworkers'  lifespans  may  be  over  20  years  shorter  than  that  of  other  Americans.  1  am 
sure  you  will  agree  that  the  men  and  women  who  help  to  put  food  on  our  tables  deserve 
better  than  that.  A  health  care  plan  that  is  designed  to  serve  the  unique  needs  of 
farmworkers  by  incorporating  the  features  I  have  mentioned  today  could  go  a  long  way 
towards  helping  those  problems. 

I  thank  you  again  for  this  opportunity  to  comment.  I  would  be  happy  to  answer  any 
additional  questions  that  you  might  have. 
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Rural  Health  care  Needs 

Testimony  before  the  House  Agriculture  Connittee 

June  9,  1994 

1  on  a  nurse  sociologist.   A  resident  of  Zapata  County, 
Texas.   Zapata  County  is  one  of  the  almost  200  non- 
metropolitan  counties  in  the  state  of  Texas.   The  nearest 
toims  in  any  direction  are  50  miles  away.   Today  our  county 
has  a  24  hour  medical  emergency  clinic  manned  by  physicians 
that  commute  from  the  parent  institution  50  miles  away,  but 
we  have  no  private  practice  physician  In  the  county. 
During  my  tenure  as  district  school  nurse  for  the  Zapata 
Independent  School  District,  I  saw  my  community's  health 
services  deteriorate  from  having  two  general  practitioners 
to  none,  we  had  neither  pharmacist  nor  dentist.   For  a  time, 
the  only  link  between  the  residents  of  Zapata  county  and 
health  care  services  were  the  volunteer  fire  department 
ambulance  drivers.  I  was  the  "highest  ranking"  health  care 
provider  for  the  county.  The  enormity  of  that  responsibility 
and  the  lack  of  protection  for  those  of  us  in  that  position, 
is  why  today  I  am  a  sociologist  with  a  nursing  license 
instead  of  a  nurse  with  a  sociology  degree.   Given  adeguate 
resources,  I  could  have  been  part  of  the  solution  to  the 
rural  health  crisis,  instead  I  became  part  of  the  problem. 

America  has  a  health  care  problem.   Our  health  care  system 
can  provide  some  of  the  most  technologically  advanced  care, 
but  ironically,  a  vast  proportion  of  our  population  does  not 
have  access  to  this  care.   Rural  communities  are  among  those 
populations  that  most  often  lack  adeguate  access  to  this 
technological  wonders.   In  rural  communities  we  obtain  our 
health  care  through  a  fragile  network  of  "safety-net" 
providers.  AccesB  to  care  and  paying  for  care  have  always 
been  critical  concerns  for  us.  America's  national  health 
crisis  can  only  magnify  the  health  crisis  in  rural  America. 

Current  demographic,  social  and  economic  changes  in  rural 
America  will  have  a  major  effect  on  access  to  health 
services  in  these  communities.  As  the  rural  population  in 
the  United  States  grows  proportionately  smaller,  our 
vulnerability  increases.   We  have  higher  rates  of  chronic 
Illness,  disability  and  infant  mortality.  We  are 
increasingly  at  risk  for  health  problems  that  could  be 
alleviated  through  intervention  strategies  (U.S.  Department 
of  Health  and  Human  Resources) . 

At  the  same  time  changes  in  the  health  delivery  system 
create  new  pressures  for  rural  health  care  delivery.  Changes 
such  as:  (1)  the  ahift  from  inpatient  to  outpatient  care 
settings,  (2)  an  increasingly  inadequate  supply  of  health 
professionals  in  rural  areas;  (3)  rapid  changes  in  medical 
technology;  (4)  fragmentation  and  lack  of  resources  of 
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eaergency  medical  aystema  in  rural  areas;  (5)  increased 
financial  risk  for  ■edlcal  facilities,  particularly  smaller 
rural  facilities  (AHCPR,  1991)  can  only  make  rural 
populations  more  vulnerable. 

CBBOaiC  PBOBLSm  COVTiaUB  TO  PLAOUS  RURJUi  HEALTH 

Let  me  touch  on  two  chronic  health  care  iesues  in  Rural 
America.   Issues  that  must  be  part  and  parcel  of  health  care 
reform  in  order  to  guard  against  replicating  the  current 
disparity  in  coverage.  We  need  to  insure  that  adeguate 
services  be  both  available  and  accessible.   Mo  significant 
health  care  improvement  can  be  made  in  the  rural  communities 
without  availability  of  health  professionals. 

Ayailability/Valversal  access  to  primary  oare  servioes:  We 
have  a  desperate  shortage  and  maldistribution  of  primary 
health  care  professionals.   Simply  stated,  rural  communities 
do  not  have  enough  doctors,  nurse  practitioners,  physician 
assistants,  nurses,  and  allied  health  professionals  to  meet 
the  needs  of  the  population. 

Primary  care  services  represent  the  entry  into  the  health 
care  system  for  a  patient.  Without  primary  care  services 
rural  residents  lack  the  proper  entry  into  the  health  care 
system.  The  result  is  a  heavy  reliance  on  costly  hospital- 
based  care  where  hospital  emergency  rooms  often  become 
clinics  for  treatment  of  sore  throats  and  gastrointestinal 
ailments.   Besides  being  costly,  it  is  a  very  ineffective 
and  Inefficient  way  to  provide  basic  care.  The  Center  for 
Rural  Health  Initiatives  (CRHI)  reports  that  at  times  as  few 
as  6  percent  of  emergency  room  visits  In  a  hospital  study 
were  actually  emergencies  (CRHI,  1993). 

Even  if  hospital  emergency  rooms  are  not  the  proper  entry 
into  primary  care,  this  alternative  method  of  primary  care 
is  also  in  short  supply  for  many  rural  conoBunities.   In 
Texas  between  1984  and  1992,  S3  rural  hospitals  closed 
leaving  a  total  of  56  rural  counties  without  hospitals,   in 
addition,  there  are  23  rural  counties  in  Texas  that  have  no 
primary  czare  physician,  25  with  only  one  and  26  with  two 
physicians  (TDH,  1992) . 

Thus,  the  traditional  notion  that  every  community  must  have 
a  physician  as  the  sole  provider  of  primary  care  is  viable 
only  if  we  have  enough  physicians  to  go  around.   We  do  not. 
And  we  probably  never  will,  not  only  does  the  cost  and 
co^lexitles  make  this  simply  too  prohibitive  (Center  for 
Rural  Health  Initiatives,  1993),  data  indicates  that  in  1992 
two^thlrds  of  the  nation's  physicians  were  specialists 
(Council  on  Graduate  Medical  Education,  1994)  and  by  the 
year  2000  the  figure  will  be  close  to  70  percent  (Bureau  of 
Health  Professions,  1992) .   Relying  solely  on  physicians  to 
deliver  Independent  primary  care  is  not  only  irrational,  but 
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jeopardlzAB  the  health  systen's  ability  to  neet  the  basic 
needs  of  the  population,  especially  the  rural  population. 

Therefore,  aidlevel  providers  (nurse  practitioner  and 
physician  assistant)  are  and  by  necessity  will  becone 
increasingly  more  important  as  a  strategy  to  combat 
physician  shortages  and  to  lover  health  care  costs.   Rural 
residents  can  and  have  greatly  benefitted  from  the  services 
of  advanced  nurse  practitioners  and  physician  assistants. 
They  can  provide  clinic-based  primary  care  services.  Studies 
Indicate  nurse  practitioners  can  deliver  as  much  as  80 
percent  of  health  care  services,  and  up  to  90  percent  of 
pediatric  care  provided  by  primary  care  physicians  at  equal 
or  better  quality  and  at  lower  cost  (Office  of  Technology 
Assessment,  1986) .   However,  a  recent  study  indicates 
restrictive  use  of  nurse  practitioners  costs  the  nation 
nearly  $9  billion  a  year  (Nichols,  1992) . 

Aeoeesibllity/Loag  dlstaaoe  to  care:  The  fact  that  Zapata 
residents  must  travel  50  miles  to  the  nearest  full-service 
medical  facility  is  neither  \mique  nor  noteworthy,  this 
scenario  is  quite  common  and  frequently  the  distance  is 
greater.  Health  care  services  must  be  brought  closer  to 
people  in  need  or  people  in  need  must  be  brought  closer  to 
services.   The  role  of  bringing  health  care  to  the  rural 
underserved  is  often  carried  out  by  health  departments, 
clinics,  health  centers  and  community  hospitals.  We  must 
Improve  the  infrastructure  available  for  service  delivery  to 
insure  rural  health  care  providers  offer  maximum  quality 
services.   Health  providers  must  have  adequate  facilities 
with  adequate  support  that  Includes  ancillary  services 
(modem  laboratory  equipment  for  diagnostic  tests,  basic  x- 
ray  services,  pharmacy  services) ,  improved  transportation, 
communication  and  consultation.  Telecommunication  networks 
enable  rural  practitioners  to  access  current  medical 
information,  provide  patients  with  important  information  and 
consult  with  one  another  about  medical  problems. 

Because  of  all  the  other  deficiencies,  the  absence  of 
adequate  communications  and  transportation  equipment  in 
rural  conunities  is  a  critical  issue.   Rural  communities 
lack  emergency  medical  services  (EMS)  and  trauma  systems. 
Rural  comBXinitiea  lack  training  for  EMS  professionals,  we 
rely  too  heavily  on  volunteer  ems  personnel.  We  lack  quick 
and  effective  access  to  health  systems  beyond  the  rural 
hospitals.   AS  a  result,  rural  Texans  are  50  percent  more 
likely  to  die  from  unintentional  Injuries  than  their  urban 
counterparts  (crhi,  1993). 

In  order  to  alleviate  long  distance  transportation  problems 
and  still  stay  relatively  close  to  the  critical  "golden 
hour"  for  trauma  care,  we  must  adopt  the  military  "medi-vac" 
system  of  evacuating  the  injured  to  a  tertiary  care 
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facility.  Medical  airlifts  need  to  be  standard  procedure 
rather  than  a  novel  approach  In  rural  comBtinltles . 

Mev  Models  of  serylee  Delivery:  In  the  midst  of  all  this 
glooB,  there  Is  hope.  Rural  communities  can  and  are 
applying  creative  solutions  to  adapt  to  their  demographic 
circumstances  and  corresponding  changes  in  health  care 
needs,  but  we  need  to  make  these  avenues  available  to  all 
rural  residents.  With  today's  technology  rural  communities 
can  offer  patients  interactive  medical  visits  with 
specialists  In  distant  locations.   The  Texas  Tech  University 
Health  Science  Center's  MEDNET  system  and  the  Texas 
Telemedlclne  Project  are  two  examples  of  this  type  of 
innovation  In  Texas  (CRHI,  1993).  These  systems  provide 
both  clinical  consultations  and  continuing  education  via  an 
interactive  telecoranunlcatlons  system.  "Through  the  use  of 
two-way  video  and  audio  Interactive  telecommunications 
systems,  rural  practitioners  are  linked  with  physicians  in 
larger  medical  centers  for  patient  consultation  and 
diagnosis"  (CRHI  1993,  p.61) .  A  cost  feasibility  study  of 
"telemedlclne"  estimates  14-22  percent  savings  in 
transportation  and  health  costs  (CRUI,  1993). 

With  this  type  of  technology  we  can  reduce  the  rural 
clinics'  reliance  on  physicians  and  still  provide  access  to 
health  care  services  using  advanced  nurse  practitioners  and 
physician  assistants  to  continue  to  provide  basic  quality 
care. 

However,  availability  and  access  to  health  care  must  have 
"out-of-area  coverage  and  portability  of  benefits"  (Ryder 
1994,  p.l)  if  we  are  to  serve  the  migrant  farm  workers  that 
are  most  at  risk  because  of  their  above-average  accident 
rates  and  the  more  limited  access  to  health  care  providers 
because  of  the  temporary  nature  of  their  residency  in  the 
communities  they  work.  We  must  insure  that  the  mobility 
required  by  their  employment  does  not  exclude  them  from 
basic  benefits.   The  need  of  migrant  farmworkers  for  health 
care  benefits  is  well  documented.  All  the  data  available 
indicates  migrant  farmworkers  have  higher  incidences  of 
health  problems.  However  current  levels  of  funding  for 
Migrant  Health  Programs  serve  only  12  percent  of  the  migrant 
farmworkers  (National  Advisory  Council  of  Migrant  Health 
1993) . 

In  closing  I  would  like  to  thank  the  members  of  the 
Committee,  especially  Chairman  dela  Garza,  for  bringing  us. 
Rural  America,  into  the  process.  Experts  in  the  health  care 
reform  dialogue  have  generally  engaged  in  perceptual 
reductlonism  -  assuming  that  parts  of  the  population  or 
problem  represents  the  whole  -  and  neglecting  to  consider 
the  special  conditions  of  rural  America.   Since  we  are  part 
of  the  problem,  thanks  for  making  us  part  of  the  solution. 
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TESTIMONY  OF  MR.  FRANCIS  "BUZZ"  SHACKLEFORD 

FARMER/BUSINESSMAN 

HOOKERTON,  NORTH  CAROLINA 


Ml.     ChaJrwan    and    di  f  t  iii|iu  i  whed    membero    ol:    the    Commlttae, 
my    tiamr-     i  %i    yrnuviu    H.     Sfiockl  ctord    Jr.     My    frlendft    rnll     mp. 
Uuz/.     I     Hm    H    t  {>bi»<<(>    turmof    Irom    the    town    of    Hnokprron 
in    CiAniic    C<iwnty,     Nojtli    CaroJJiiH.     population     ^22. 

1     Mm    Mppoarinft    (odnv    nn    my    own    b«ehal£     to    sp«ak    about     the 
impl  io.iiX  ioutt    of     health    cnro    rotorM    i  or    rvr-al     Aiapr^ra.     J    will 
also    speak    about     the    llkrly    eifecl.    of    the    currant    tobacco 
Mxr.i  a*>-  t  MX    pi-rkpodala    on    tobacco    foraera    and    people    who    depend 
npoii    t.ohHt-.co    iarmcrb. 

B«CI4ti«c     J      wJ  J  )      Jntr-r     apnnrt     »«oi»e     t  H  ■*     r^-rl  1- 1  rr  4  i».<  t»r     tlipi 
plan    to    f  jnan<-.c.    bca)  th- forc    rcl-onii    with    en    Inrrenwp    In    the 
t.olinnoo    r>»ci1tn'     tax,      J     «}nnt     to     omphaolao     rl0ht     up     i:ront     that     I 
tin    not     oT>|K>ts(i<l    to    Iicm.I  t  !•■  cai'<^    reiorM.     In    fact  .     T    think    it    ie 
»    t«h«M«^    tliMt     H    c'liiiiilj'y    lis    r.lch    hw    uursi    there    are    f'eople    who 
do    not     h»«v«r    health     jiiHnrHiir:e    heceuwe    they    nannot     al  f  ord    It.     J 
Am    not     la.lkJrtA    about     pooi     people    on    welfare,     but    honeat  , 
har<l-  woi-k  j  Ti(t    people    wh<<    fiave    .iobw    but    do    not.    «ake    alot    of 
Money.     You    will     IJiid    people    who    ere    proud    and    herd-working    in 
aM«]l     towiih    mI)     over    I  h«t    rurel     f>ouCb. 

l.et     Me    fi^Jve    you    »oMe    exaMples.     My    father    has    a    cousin 
who    c-.nnr.cljod    hJe    Mcdtf  nl      Jnetironcc    «    few    yearn    ego    bocouao 
be    <:owld    t*(<     iotift,*-.]     ai  I  i>r<}    it  .     Title    Is    not    a    poor    man,     he    owns 
a    SM«])     tevm    and    he    owne    hie    own    home.     If    he    has    a 
(-.n  t  nnt  roph -I  <      nedirni     j>T-ol>1em    hi-:    <",oiild    coerelvehly     Joo^e 
everyrhJng    he's    worked    for    hlB    whole    life. 

Anot.her    cxemplc,     o     lew    ycHrt*    nmt    wo    decided    to    Moka 
(iroup    heel  I  h    Hneurenre    /iveJlehle    to    any    eMployee    who    wanted 
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r.o    pay    /«'r     H.     Thl^    c»»»*    ohowt    primarily    because    ay 
hookkeei'n  '  *»    JnMwram-c    tarvJor    docldeH    to    drop    her.     WillJe 
wlio    In    aiuMln'-i     cmvloyc*-.    dccld«d    he    would    «1gn    up    for    this 
prvgxtiw    and    li«ve    hf.oJth     IneojarKre    tor    rhe    first     t.loie    In    hlB 
)Jle. .     Wc    .1«st     hnd    onot  ht^r    ml  «:    lnrr*>nR«.     now    Will  In    and    ,1 
hflvr    lu    m«tk«^    muxe    t  ouf<h    dec :)  Hi  onw  .       He    cun  *  |-    attord    health 
insurance    am)    when    )     lf»ok    ot     tho    uncertainty    surronndinft    the 
luliirr-    ot     1  Jtr     I  <»l»occ.o    Industry     1     can't     Af-ford     to    give    hln    a 
rt«lH(-.«     not     t  <■    mention    t  lie    novero    drought    we    Arp    (Micountor  Ing 
S6    T    apeak. 

{*ur«vly    we.    con       -     ond    xhould    --    d«vl»e    a    Ry«tp«    that    will 
■  akc    «lioi-duhJ«    hoalMi     tnRurano*^    available    to    these    people. 
AHHuMinR    wt     <:Mii    i  Ind    m    fiilr    way    to    pay    for    It,    no    decent 
person    «u>t»ld    opp<>K»<    t.hc    gonl     ol    univercial     access    to    health 
care . 

Itiit     iiiiiv<>r9ol    in'.oftftR    1b    nut     the    only    good    thing    that 
Might     coMc    nut     ni     hoo  1 1  h- <;ar«    retoTM.     An    ynn    know,    nodern 
doc^t.oT'ft    do    not     want     lo    proct  ice    Mediclnrt    In    snail,     rural 
t  owiit<    1  1  k<-    llookcrtoui     !l     Iiavc    two    daughters,     AnglA    nnd    Rayley. 
(itifl     J     don     omnwTt'    yott     1  hoi      kldw     in    Hookerton     nrpi    Jiint    am 
IJKr.ly    to    grr     rhlrkan    pox    und    auap»    or.    kida    in    Kalaigh    or 
Hashlngtoii.     KoIKh    in    Hookorron    gf.t     the    uaMC    flus    and    the    sana 
broken    bone»>. .     What     nomi-    vJtJsenei    oJ     Hookerton    do    not    got 
«.^uijtMil.)  y     if.    rhr.    aanc-    ottenilou    1  rum    doctors.     J     know    that    one 
ot     the    i'rctHldrni  '  rt    ki'bI''     If    to    Ret    Aood    goncral    prtK^t.  1  c  ionaca 
ro    man     prnct'lcinK    agtiin     i  ir    sinalj^town    America.     I     am    behind 
hln    on    that     Jflsuc    one    huuOi-vd    pwrcant. 
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OuPt     M  Kt^    »<»»»     t>fhei     Anorlc-ans,     J    support    these    positive 
aBp<'<' .<i    of     Jit'a]  I  h-  coi  <•    rejorm,     but     1    am    worrJed    About    how    the 
cnimiry    wi^j    pur    i>.<»     •!•«.     <i»i«J    f.^»hA^n  .    Xo    o    ^r»K«l^o^>    fnrinpr 
I XOIB    0    Hiii«.i:i,     »ujrtl     I  own  ,     Jiowovor,     1     am    rspp.rirtlly    concerned 
abuul     propojsoJrt    to    roJn*>    \hct    fexclue    tRu    on    cigarettes 
anywli**.!  r.    I  row    7f»    cenlH    «o    «    $1.25    por    p«nk.     the    effect    of    an 
a^tslnf    (  nx    liJke    oil    nc. ,     ny    iaiiJIy    and    rnmffliinlty    would    bA 
chI  est  rophic.. 

l.ei     iiif    iJxr^t     fi.iyt-    yoti    o    1 1 1  V.  1  c    backf^round    Mhont    tobacco 
(niiaJiiKi     An    )     tiald    <iu>')l<iri     1     Idvo    In    Graane    Cniinty,     n    snall 
^•.«,»udt  y     J II    ^:rt.*l1  ern    Nt>T M  h    CnroJlas    thai     producer    mnrp.    I.obacco 
per    ttifvttrc-    mil*'    than    «>iy    other    f:ounty    In    thi«    Mtate.     In 
^ahlJ1Jorl    Orrene    County    ^  5>    thf    on  J  y    county    where    over    *»(1X    of 
the    coiin  I  y  '  f"     jn<u>iiic     if    ecnorMi  nd    directly    from    ngri  (*.ii  1  tural 
pro(l«t;t  jon  . 

In    my    iurminft    o)>erHlJon,     wc    cultivate    about     1600    acres 
oJ     <-.»t»i'    !I  and  .     Th<".    ciropij    c(>ni4jHt.    ot     1  Ati    acres    ot     tohftcr.o,     with 
t  h*>    ieira«jninn    ucrco    p)(iTi«*»d    ro    crop**    auch    as    cotton,     oorn    and 
ri(>^i>«-.aiif<  .     Wh '1  J  <?     t  ohoccci    prodnotion    conaumac    abuul      1  (Hit    ot    the 
crop     J  And     It     A^^nttro  t  c»^    (>v**t-    S0X    of     our    trital     farm    1ncoae« 

)1     tiikOEi    about     2ia    jicuplr    to    plant,     c.ult.lvate    and    harvest 
thir.    crt»p,     wd  Ml    out     toh«<.co    thtsMe    people    wouldn't    have    a    Job 
uud    1     wouldn't     hav**-    aucb    of     one. 

'robac-<-.o    doJJiit!:    K *''■•*'•'■'•  t <» d    on    thje    form    have    quif.ft    A 
rJpplc    effect  .     I'"i' i-Ml     <>i     t*^^     wc    have    to    pay    thece    people    who 
lieJp    Mf.    j>rod«<'^    the    croy    ««»    tJiyy    i-hh    provide    tor    ihelr 
1  ttui  J  i  <>!r. .     Thri)    thJTe'p    pccd,     fcriilJ/tir    «nd    chcmJcwl*    to 
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pm  ('has<-    i  >(>ni    I  h<-     1of:«l     i  urm    «tiipply    storp,     fn«l     to    run    the 
marh-i  tif  iy     J  )-i>m    t  lit-     1t>c«l     ^  >  i  )     comnflny,     equlpmp.nt     nrut    parts 
1  r(>iM     •  ••♦•     iix'ot     mfirJiJn<^TV    dc.aior    and    gae     fioit    thr.     lofia]     £88 
compojiy     (  o     <.»ir<-     t  li<i     tTof-.     A««ot.h«>r     nxpunsa     1     wMnt      t  f>    pmphawlze 
Jo    the    lie    ric<t     <-<>nt     Mue&eemoiii      1     pay    on    PAoh    pniirid    of     roba<'.(:o 
J    «e]J,     m>    I  hot     the    1  ohftorc    progrftm    will    nor    m«l     the    U.S. 
\.n*    poyorf;    juiy    mruipy.     J  ii    other    words    t  hfirp    in    no    tobacco 
subsidy . 

Yuu    con    Cio.t-    t)iMi      the    t  obrtcro    dollar    has    quitP    a    ripple 
effect      J  n    ny    <-.oiainuti  J  t  y  ,     but      Jt     doesn't-    ntop    Ihprp    when     1     pay 
Kt  nt  <i    nnd    J'odoM)     lncomf>    t  fix<fiM     Jt     rlpplca    «IJ     rh«    w«y    to 
Hale.1{>,h    and    WnRh  1  nftt on    )>.(!. 

Tolinr^f.ci    i  u    impoitaiit     t.o    the    natlonf)    economy,     the    wt.ate9 
tttion<j»y  ,     nn(i    t  h<<    ('•c^oiiomv    i>i     nany    comimin't  f  1  pa     'In    Rantftrn    N.C. 

Wd  1  li     tlicftc    Jocts     in    mitid.     Jet's     look    at     thw    proposed 
cxcJoo    t  «}(    hiki>.     Th«'.    (Mint  on    ndmi  ii  i  ti  t.ia  tion    estimated    that 
t)i<ijr    propopod    7f>    <:ei»t     «    pack    tax    hike    wonld    r-.tit     demand    for 
ciBorrttc/j    l»y    i 'J    to    JS    p<i»-cont.     Now    r;ommon    sense    uayw    that     if 
domond    i  t>j     tobacco    produ<'.t  n    go    down,     then    tobacco    prortiir.t  •Inn 
will     no    dowK  .      It     pi-<><l\t<-.t  ion    goer,    down,     Lh«»n    tho    number    of 
ac-re.s    on    which    1    <-An    urow    tobacco    will    go    rt^wn.       That    mesas 
my    int-oHu-    kim:k    down,     t^iiixc    my    t  t>b«c.co    c.tap    Is    crucloJ     to    «y 
living,     1     nl>;li(      very    wiJ  I  !l     ^o    out     of    busineso, 

).ri     Hit-    lit-    v«^j  y    «]«-«i«     AhoiM     wtiot-     fcLla    meana .     tv9  thout    my 
1'<>ba<-c.(»    itivami-,     wy    wJfc. ,     t.au    Ann,     and    1     would    hAVM    a    hard 
time    wnk.injr    the    mort  korc    payment     on    oii»-    home,     wa    could    not 
wavf    monfiV    ^f'f    thr.    cdiicat  tor)    of    our    dNiightMrtf.     Wllkuul    my 
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tob«(<;o    ittcomc    ay    w«y    o1     life    would    dry    up. 

)iut     iii     <•<»1lr^t•    tm?     fit<»ry     Je    not      unique.     ThrniUfhout     North 
Cari'JliM'     I  liciiif.<Mnl>.    «.>J     <  <j  I  in    i  ami  lien    will     axitter.     Think    of    the. 
CTK-ive.    I  fiti    im    o    rof.K    t  ocmimI    In     the    widdlp    of     a     Jokei     the 
iliima^-c-    wJ  .1  .1     ripi>l«-    oui  wonJ    i.o    ovory    poiL    of    the    fnrm    econoay. 
I'urifl    workcTf-    t^uiivi-    i  mmcd  i  <i«.«l  y .     Th«n    thd    fflrm    hiiHinessee 
».ti»l      Mtiv>pJ  Y     t  •»«•    i  ai-mfi     w«MiJtl    ovi  i  ttr    and    t  hft    ripple    contjinuea. 

J     h»iv«-    t»ccit    pTo.i  ofi  J  oiiH    that     33.500    Jobs    will     h«    lost    in 

the    t.i>bB<<-.o    Kci'i.oiii    oi     CJ««<>i|i  1  <»  t .  Koni.uoky,    Norrh    ('nrolina. 

I 

ftovth    Cam]  J  no,     T<ifino6iPcr    and    Vlrciui«.     T     rppftat  »     H'i,f>00 
,^  obo ,     not     I  «»    axtntiort    i.h<>    mcvoj'c    rAfliior  i  f»n    of     j  ncoin<{    for 
peopl  c    1  i  k<»   me. 

Konic^    hnv(^    pri.>p<>b«>H    crop    (H  VArni  flcat  lOD    an    n    way    to    savo 
V  h<»    1  t>l(H«'c'i»    Ibrmc;     I  j-om    liiK^owD    f^t.^vf.rnmo.nt. .     Pnriaerb    arc 
di  vt^iHi  f  y  J  iin    in    my    «i'n«    wJ  «:h    ].iveiatf)tk    and    some    v«f»p.tnhl« 
cropci ,     lull      1     (^Aii    uti^iD'c    you     there     is    no    RuhfltitiilP    for 
i ubac  CO . 

fSomo    poopJo    <l*»f«nd     the    oxviHti    lax    propoBal     o»»     t  h<»    eroiind 
thot     <ri  PH1C-.1  t  <^    rontiunpt  i  oil    will    go    down    Hrid    no    doiiht     it    will. 
Hisl      li«v«%    yfu.     thouglit      «»<     what      u    burden     this    will     place    on     ih« 
poot-    arid    WorKJnt    <^1hsk    ptuipli:    wliu    don  '  r    atop.     Jh    it    tair    to 
nakc    n    group    <>J     Amt-.i -l  i-inir^    who    already    <-.arry    a    unique    $12 
bill  Jill)     \.nx    bufden    bear     aiiolhei-    $16    billion? 

in    i\     imii     <  ti    inaki'    Muiokctb    pay    heavily    tor    healrh-eorc 
r«lojio    wlirii    DO    iMhri     k '«»"!'    will     have    lo    make    a    apcciol 
ronr  r  i  bur  1  on  .    What     aboni     red    raiuit    cnrrrr;    and    co£fe«»    drlnkara, 
two    ol  h««v    KioiipH    of    pcoplf    whoHK    KO-uulJtid    lifestyles 
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Muiiprt«f.rt  ly    i'JM\M;h    vheji     hrwlth    ol     risk?    Try    t«».11lnR    people 
LhtiJ     I  li*^y    will    h«vf    1  t>    K>«y    7S    <«nts    Jn    nxr.jse    \  hx    tor    a 
(junrt  <>T  -  |UMtii<l« ./    <.i     cup    "<     r.ollttM    ot    MoDonaJrt'«    Hiid    sec    how 
they    react  . 

Whc'ij    i»n»-    com«(»di  I  y     H  ii    lox    «1     the    r«t  q    of    $70,t»(»0    dollars 
pt'.r    HC:i«.    Hoi; '  1     you    MHnk    th«ift    enough.     12    Bullion    dollar« 
uiiiiiiaJly     iu    excJHr     «  oxcfi    mJooo    In    Mquol     to    $4iA.00    per    year 
Itij     evcj  y    ■inn,     womnii     ond    <r)iild     in    AiaMrico.      T     IimIHovr    we    are 

paying  our  fojr  »hare. 

).ei     mr    <j<>i>oltidn    )>y    aiMkinu    «    personal    obftArvnr  Ion    about 
\\%t'.    jndufilry    i  vom    whj(*li    J     dorivo    wy    income.    The    tohflCf-o 
:iiidi<«*1ry    j  t*    o    <  n<'''(->  J  cntt    Jii<ttiAlry,     what     T     nean    by    IhiM    -In    thnf. 
pctople.    whi.)    upi><>Mr-    t  oh(iC'<-<>    dc>ri '  t     see    th«$    fAoea    oi    peoplA    1 ')  kn 
m<\    auO    my    iftmjjy.     AJJ     t  )ipy    h««^    Jb    the    health    lARtir    nnd    t-.he 
<lonp.  poc.k<M  »i    of     ti<»0ii>«n  J  <)^^    who    nskc    ciaer#»tt»«.       Thf»    point     that 
1    wont,    to    ]onv(^    w  j  th    yo«<    todny    :1k    that     there    Je    a    hninan    nidft 
to    thin     industry,      it.     in    r#»al     people     H  k«^    »♦».    and    fphI 
f^onmun  j  t  j  c-t:     lik»?    t  hf*    ont>    J     iivi'    iv    who    dnppnd    on    thiH 
iniliiiMry    ict-    <iO)'     i  J  v<>  1  i  lioodtt    oud    way    oJ      1  i  i  f. .        T     nnk    that,    you 
koo)>    «iH    ill    Mind    att    you    aiove    forward    with    health    care    rptor* 
If)    the   country. 

Thank    you    i  i>i-    yiiiii     line. 
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Statement  of  Cesar  Benavide/ 
June  8, 1994 

My  name  is  Cesar  Benavidez.  I  am  fifty  years  old.  I  was  bom  in  Valle 
Hermoso  Tampe,  Mexico,  but  am  currently  a  permanent  resident  of  the 
United  States  having  lived  in  Weslaco,  Texas  for  about  fourteen  years 
during  which  I  migrated  to  do  farm  work. 

My  family  and  I  last  migrated  in  the  summer  of  1993,  to  the  state  of 
Michigan  where  we  worked  in  the  fields  harvesting  sugar  beets.  We  do  not 
plan  to  migrate  anymore  because  of  my  illness.  It  really  bothers  me  because 
that  is  all  I  know  how  to  do  and  all  I  have  done  practically  all  of  my  life. 

I  have  recently  been  told  by  my  doctor  that  I  am  a  diabetic  and  that  I 
need  to  start  using  insulin.  I  get  real  bad  sores  with  infection  on  the  bottom 
of  both  of  my  feet  when  I  walk  for  a  long  time.  I  also  have  bad  blood 
circulation  and  sometimes  my  body  swells  all  over  so  bad  that  people  don't 
even  recognize  me.  This  is  why  I  can  not  continue  to  work  in  the  fields  or 
any  place  where  I  would  have  to  walk  for  a  long  time. 

I  tried  working  here  in  Weslaco,  Texas,  in  May  in  the  fields 
harvesting  cantaloupes  for  about  two  weeks.  But  I  had  to  quit  because  I  got 
sores  on  the  bottom  of  my  feet  again.  This  time,  the  doctor  told  me  that  I 
might  have  to  be  hospitalized  because  they  were  real  infected  and  it  would 
lead  to  blood  poisoning  if  I  didn't  get  immediate  medical  attention. 

The  doctor  told  me  I  wasn't  supposed  to  go  to  work,  but  I  feel  I  don't 
have  a  choice  because  I  am  the  head  of  the  household.  I  have  a  seventeen 
year  old  son  who  is  still  in  high  school  and  I  don't  want  him  to  quit  school  in 
order  to  provide  or  assist  us  and  to  go  through  what  I  am  going  through 
today.  I  believe  his  education  is  more  important  at  this  time.  I  also  see  all  the 
bills  piling  up  and  it  makes  me  nervous  because  I  am  helpless  and  can't  work 
to  provide  for  my  family.  My  wife  and  I  don't  have  any  education,  she  also 
works  in  the  fields,  so  we  can't  get  a  decent  job. 

When  we  were  in  Michigan,  when  I  first  got  the  sores  on  my  feet,  I 
went  to  the  nearest  clinic  which  was  really  far  away  ft"om  where  we  were 
staying.  The  clinic  was  packed  with  migrant  people,  the  lady  at  the  fi-ont 
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desk  told  us  that  the  doctor  would  only  see  the  migrants  for  only  one  hour  of 
the  day.  When  I  wiis  treated  by  the  doctor,  he  told  me  that  even  with  the 
treatments  that  I  was  getting  1  was  not  going  to  get  any  better.  Can  you 
imagine  that?  We  were  treated  real  bad! 

In  November  of  last  year,  I  went  to  the  County  Clinic  here  in 
Weslaco,  Texas  and  was  told  that  there  was  a  long  waiting  list.  The  doctors 
were  in  only  twice  a  week,  and  that  they  were  not  taking  in  any  new 
patients.  All  in  all,  I  was  reftised  the  services. 

My  income  for  last  year  was  about  $2,600  for  all  the  family.  Right 
now  I  don't  have  any  income  at  all.  I  was  receiving  unemployment  benefits, 
but  I  got  my  last  check  about  a  week  ago. 

Right  now  as  I  am  speaking,  I  have  a  fever  and  feel  sick.  I  want  to  go 
to  the  doctor  but  I  don't  have  the  money.  My  daughter  bought  my  last 
medication  for  the  diabetes  in  Mexico  because  it  is  cheaper  over  there.  I  feel 
really  bad  about  it  because  I  don't  want  to  be  a  burden  to  my  children.  They 
have  their  own  problems  and  their  own  lives  to  live.  I  would  really 
appreciate  any  type  of  medical  assistance. 


I  give  up!  I  feel  helpless!  What  am  I  to  do? 
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Cooperative  Association 

I KOO  Massachusetts  Avetiue.  N  W 

Washington.  DC.  20036-1883  T     h  f 

Telephone:  (202)  857-9500  1  CStimOny  Ot 

TT- (202)  857-2 1 80 

J.  C.  Roberts,  President 
National  Rural  Electric  Cooperative  Association 

General  Manager 

South  Plains  Electric  Cooperative 

Lubbock,  Texas 

submitted  to  the 

U.  S.  House  of  Representatives 
Committee  on  Agriculture 

June  9,  1994 
Washington,  DC 

EXECUTIVE  SUMMARY:  The  nation's  1,000  consumer-owned  not-for-profit  rural  electric 
systems,  their  25  million  consumer-owners  and  their  national  association,  the  National  Rural 
Electric  Cooperative  Association  (NRECA)  have  had  specific  interests  in  health  care  in  rural 
American  for  more  than  40  years.  NRECA  is  the  primary,  self-insured  health  care  insurer  of 
more  than  131,000  rural  electric  cooperative  employees,  directors  and  their  dependents.  (By  law, 
NRECA  is  limited  to  providing  insurance  coverage  for  this  population.)  NRECA  has 
commissioned  a  variety  of  studies  on  health  care  issues  in  rural  America  and  has  more  than  40 
years'  practical  experience  dealing,  hands  on,  with  a  multitude  of  problems  that  exist  with  the 
present  rural  health  care  delivery  system. 

Because  rural  electric  systems  are  consumer-owned,  and  because  those  consumers  make  up 
systems'  boards  of  directors  and  membership,  NRECA,  long  frustrated  with  t^ie  mounting  threats 
to  cost-effective,  accessible  health  care  systems  in  rural  areas,  has  sought  viable  alternatives  to 
today's  rural  health  care. 

NUECA  applauds  initiatives  to  reform  health  care  delivery  and  financing,  but  suggests  that  no 
proposal  deals  adequately  with  rural  health  care. 

At  the  direction  of  its  membership,  NRECA  seeks  authority  for  nual  electric  systems  to  extend 
health  insurance,  including  but  not  limited  to  NRECA's  plan,  to  rural  electric  consumers,  filling 
a  wide  gap  in  the  availability  of  affordable  insurance  to  these  rural  Americans  and  offering  them 
a  competitive  choice.  Additionally,  the  proposal  could  result  in  a  more  competitive  stature  for 
rural  areas  in  the  retention  and  attraction  of  business  and  could  encourage  the  recruitment  and 
retention  of  rural  health  care  providers  encouraged  by  stable,  predictable,  universal  insurance 
coverage. 
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Testimony  of  J.  C.  Roberts  2 

Mr.  Chainnan,  Members  of  the  Committee,  I  am  pleased  to  submit  this  testimony  on  behalf  of 
the  nation's  1 ,000  consumer-owned,  not-for-profit  rural  electric  systems,  which  provide  electric 
service  to  more  than  25  million  consumers  in  the  rural  areas  of  46  states.  I  am  Jim  Roberts, 
president  of  the  Board  of  directors  of  the  National  Rural  Electric  Cooperative  Association 
(NRECA),  the  Washington-based  national  service  organization  of  these  rural  electric  systems. 
I  am  also  general  manager  of  South  Plains  Rural  Electric  Co-op,  Lubbock,  Texas. 

I  am  submitting  this  testimony  at  the  direction  of  ^fR£CA's  general  membership,  whose  concerns 
with  rural  health  care  are  of  long  standing. 

Before  I  get  to  our  membership's  recommendations  with  regard  to  health  care,  I'd  like  to  provide 
the  Committee  with  a  short  history  that  underlines  our  rationale  for  interest  in  the  subject  of 
health  care  and  health  care  reform. 

NRECA  has  for  many  years  been  deeply  immersed  in  issues  of  health  policy.  In  this  regard,  the 
Association  has  sponsored  studies  such  as  "Health  Care  Needs,  Resources  and  Access  in  Rural 
America,"  "The  NRECA  Survey  of  Health  Coverage  in  Smaller  Firms,"  "The  NRECA  Plans  and 
the  Minimimi  Health  Benefit,"  and  "Measured  Care  Plans  in  Rural  America."  An  updated 
"Health  Care  Needs,  Resources  and  Access  in  Rural  America"  was  published  only  this  week,  and 
I  have  provided  copies  for  Members  of  the  Committee. 

In  the  case  of  all  these  reports,  surveys  and  studies,  NRECA's  experience  with  its  own  group 
trust,  which  includes  more  than  131,000  covered  lives  in  752  rural  electric  systems  in  most  of 
the  46  states  served  by  rural  electric  systems,  served  as  a  data  base  and  point  of  departure. 

Rural  electric  systems  are  strong  players  in  the  economic  development  of  rural  America,  and 
there  is  an  inherent  willingness  to  continue  that  role.  However,  professional  rural  development 
experts  and  cooperative  employees,  managers  and  directors  understand  that  accessible,  affordable 
effective  local  health  care  is  vital  to  business  retention,  expansion  and  attraction.  Without  a 
healthy  health  care  system,  a  community  cannot  expect  a  healthy,  growing  economy. 

Because  of  these  interests,  and  because  of  a  general  concern  for  the  health  care  needs  of  rural 
electric  consumers,  NRECA,  through  its  economic  development  activities  and  through  its 
insurance  program  has  focused  on  health  care.  Economic  development  resource  teams  that 
voluntarily  help  communities  assess  their  economic  development  problems  and  opportunities 
include  experts  in  rural  health  care.  NRECA  and  several  of  its  member  systems  have  explored 
utilizing  the  cooperative  model  as  a  health  care  delivery  mechanism  in  rural  America.  NRECA 
staff  and  membership  have  actively  participated  in  community  assessments  that  assist  in  the 
formulation  and  implementation  of  local  area  health  plans  that  maintain  local  health  care 
institutions  and  curb  the  alarming  flight  of  health  care  dollars  from  rural  communities  to  urban 
areas.  NRECA's  member  systems  have  actively  participated  in  local  health  care  programs  with 
national  implications,  including  workplace  cancer  prevention  and  seniors'  medical  self-care. 

Rural  electric  systems,  through  NRECA,  have  actively  promoted  the  development  and  deployment 
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of  technologies  that  work  for  rural  areas,  for  example,  the  Medical  Link  program  that  is  funded 
annually  in  Agriculture  Appropriations. 

Our  studies  of  health  care  financing  and  delivery  systems  in  rural  areas  have  given  us  an 
appreciation  for  the  complexities  of  these  issues. 

Our  experience,  frequently  as  the  only  or  one  of  a  very  few  insurance  providers  in  nu^l  areas, 
has  sensitized  us  to  the  fact  that  the  lack  of  affordable  health  insurance  for  rural  Americans  is 
one  of  the  root  problems  of  the  health  care,  per  se,  in  rural  America. 

For  many  in  rural  America,  if  health  insurance  is  available,  it  is  far  too  expensive  for  an 
employer  to  provide  or  for  an  employee  to  procure.  As  a  result,  many  employees-indeed, 
employers-in  small  businesses  or  seasonal  operations  do  not  receive  health  insurance  as  a  benefit 
of  employment.  Self-employed  individuals,  such  as  farmers,  may  have  insurance,  but  pay  high 
premiums  and  carry  high  deductibles.  Individuals  with  pre-existing  conditions  may  not  qualify 
for  conventional  health  insurance,  if  they  could  afford  it  in  the  first  place. 

Because  a  high  percentage  of  rural  consumers  are  uninsured  or  woefully  underinsured,  local 
providers  and  provider  institutions  are  threatened  in  a  cycle  of  cost-shifting  and  uncertain 
provider  income.  The  cycle  continues  when  health  care  professionals  would  rather  provide 
service  elsewhere,  namely  in  urban  areas,  where  they  can  enjoy  a  community  of  colleagues, 
modem  equipment  and  facilities  and  a  higher  income. 

However,  when  community  providers  and  provider  institutions  are  assured  of  payment,  when 
practitioners  can  be  assured  of  timely,  adequate  compensation,  and  when  technology  can  provide 
instant  access  to  distant  specialists,  the  all-too-familiar  cycle  of  health  care  deterioration  in  rural 
areas  can  be  arrested. 

The  point  of  NRECA's  proposal  to  seek  authorization  for  extension  of  its  insurance  plan  to  rural 
electric  consumers  indirectly  deals  with  these  issues.  More  important,  it  introduces  competition 
and  consumer  choice  into  rural  communities  and  directly  addresses  one  important  component  of 
all  plans  for  health  care  reform-universal  coverage. 

I  have  no  illusion  that  the  rural  electric  proposal  is  a  panacea  for  all  that  ails  health  care  in  all 
of  rural  America.  It  isn't.  However,  it  represents  a  gigantic  step  toward  universal  coverage, 
consumer  choice  and  competition  for  consumer  members  of  those  rural  electric  systems  that 
choose  to  provide  such  an  option. 

I  also  have  no  illusion  that  all  rural  electric  systems  will  choose  to  make  hfRECA's  health 
insurance  available  to  their  systems.  For  some  systems,  for  example,  those  that  provide  service 
in  subiu-ban  areas  or  in  areas  that,  for  one  reason  or  another,  enjoy  competitive  saturation,  it  may 
not  be  feasible. 

NRECA's  proposal  would  enable  rural  electric  systems,  by  resolution  of  the  board  of  directors, 
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make  the  offering.  They  would  incur  no  addirional  cost,  would  hire  no  additional  staff,  would 
answer  no  inquiries  concerning  benefits  or  claims.  Individual  cooperatives  could  offer  the  option, 
or  it  could  be  offered  through  a  generation  and  transmission  cooperative  which  provides  electric 
power  to  a  number  of  distribution  cooperatives  or  through  a  state  association  of  rural  electric 
systems. 

NRECA's  plan  is  a  competitive  plan.  It  offers  comprehensive  benefits  at  a  fair  price  because  it 
pools  1 3 1 ,000  consumers  and  is  able  to  bargain  for  services  and  concessions  based  on  that  large 
pool.    It  could  do  the  same  for  an  expanded  population. 

However,  we  do  not  intend  that  NRECA's  plan  be  the  exclusive  vehicle  for  providing  health 
insurance  to  rural  electric  consumers.   We  envision  competition.    In  fact,  we  invite  competition. 

Other  organizations  with  ties  to  rural  America  could  make  this  same  arrangement  with  their 
members  and  member  organizations. 

Our  objective  is  a  fair  choice  for  rural  electric  consumers  and  an  operative  health  care  delivery 
system  that  enables  rural  electric  systems  to  grow  and  be  financially  viable  for  the  long-term 
future. 

The  Committee  should  also  be  aware  that  what  NRECA  is  seeking  does  not  involve 
appropriations  from  this  Committee  or  any  other  and  does  not  load  any  additional  administrative 
responsibilities  on  the  U.  S.  Department  of  Agriculture  or  any  other  Executive  Department. 

NRECA  has  examined  all  of  the  plans  put  forth  in  the  Congress  and  by  the  Administration. 
None  deals  with  the  unique  problems  posed  by  rural  America.  NRECA's  offering  is  not  a  silver 
bullet  for  all  of  rural  America,  but  it  certainly  could  be  a  dose  of  good  medicine  for  rural  electric 
consumers,  for  it  builds  on  what's  in  place  and  works. 


I  cannot  express  to  the  Committee  my  delight  in  being  able  to  proffer  this  exciting,  realistic 
eventuality  to  the  electric  consumers  of  rural  America.  It  is  exemplary  of  the  down-home, 
cooperative  spirit  that  pervades  rural  electrification  still,  and  that  is,  "I've  got  a  good  thing,  and 
I'm  willing  to  share  it." 

I  thank  the  Committee  for  the  opportunity  to  submit  this  testimony  and  would  be  happy  to 
answer  any  questions  the  Committee  may  have. 


(Attachment  follows:) 
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Executive  Summary 


This  report  updates  a  review  of  rural  healtli  care  issues  published  by  NRECA  in  1989. 
The  report  finds  that  many  rural  residents  continue  to  be  less  healthy  than  urban  residents,  and 
are  less  able  to  afford  adequate  health  care.  They  are  less  likely  than  urban  residents  to  benefit 
from  tax  incentives  and  government  spending  programs  aimed  at  making  care  more  available  and 
more  affordable.  Poverty,  rural  economic  decline,  the  demands  of  an  aging  population,  and 
geographic  constraints  fijrther  complicate  health  care  delivery  and  financing. 

The  number  of  physicians  in  rural  areas  continues  to  increase,  but  remains  short  of 
desirable  levels.  Shortages  of  primary  care  physicians  remain  particularly  acute;  the  number  of 
rural  residents  living  in  primary  care  shortage  areas  increased  by  25  percent  since  the  last 
NRECA  report.  Rural  physicians  tend  to  be  older  than  those  in  urban  areas,  raising  the  prospect 
of  large  waves  of  retirements.  Rural  areas  also  experience  high  rates  of  physician  turnover  for 
reasons  other  than  retirement.  A  major  influence  on  physician  location  decisions  appears  to  be 
training;  physicians  and  other  health  professionals  receiving  some  part  of  their  training  in  rural 
areas  are  likely  to  locate  in  thes^  areas. 

Other  health  care  personnel  are  also  needed  in  rural  areas.  Nurses  and  mid-level 
practitioners  can  deliver  some  health  care,  but  their  ability  to  do  so  often  remains  limited  by 
restrictive  reimbursement  practices  and  licensing  rules. 

Rural  hospitals  are  facing  fiscal  problems  that  have  been  exacerbated  by  the  Medicare 
Prospective  Payment  System.  A  variety  of  rural  health  care  delivery  and  organization  models 
have  been  developed  or  adapted  to  fit  rural  circumstances,  including  "downsized"  hospitals  and 
rural  health  maintenance  organizations.  No  matter  how  rural  hospitals  develop  in  the  future,  one 
of  their  major  functions  will  continue  to  be  the  provision  of  emergency  medical  services.  These 
services  need  additional  financing  and  improved  organization  to  adequately  meet  rural  needs. 

Despite  resource  shortages,  rural  residents  tend  to  use  similar  amounts  of  health  care  as 
urban  residents.  Rural  residents  continue  to  be  less  likely  to  have  health  care  coverage,  however, 
and  pay  a  larger  share  of  their  own  health  care  expenses,  even  at  the  lowest  income  levels.  The 
rural  poor  continue  to  be  less  likely  to  be  enrolled  in  Medicaid  than  the  urban  poor. 

The  analysis  in  this  report  suggests  a  rural  health  care  action  agenda  based  on  expanding 
health  care  coverage;  increasing  our  understanding  of  medical  needs,  outcomes,  and  treatment 
modes;  meeting  the  needs  of  providers;  and  encouraging  organizational  innovation. 

As  the  health  care  reform  debate  intensifies,  rural  health  care  needs  are  receiving  growing 
attention.  Both  rural  residents  and  the  providers  who  serve  them  would  benefit  from  expanded 
health  care  coverage,  which  would  increase  the  flow  of  cash  into  rural  health  systems.  Rural 
residents  and  providers  are  more  dependent  on  Medicare  and  Medicaid  than  urban  residents, 
however.  As  a  result,  financing  health  care  reform  by  reducing  spending  on  these  programs  could 
harm  rural  areas.  Health  care  reform  must  also  increase  the  availability  of  appropriate  health  care 
providers,  and  provide  flexibility  in  program  design  to  accommodate  the  diversity  of  rural  areas. 

(The  complete  report  is  held  in  the  committee  files.) 
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